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On behalf of the TSEconomist and all its staff I would like to wish you, 
our readers, a Happy New Year, success in all of your endeavours, 
in your personal and professional goals. The arrival of 2014 marks 
another step forward for our organization. The TSEconomist has 
officially become a registered association in France. This solidifies our 
commitment to our goals within the TSE community and is another 
indication that we keep improving and expanding as a student 
organization. I would like to give a special mention to Justine Feliu, an 
active member of the magazine, for her significant contribution and 
the administrative work done en route to gaining the official status.
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structure that allows students to participate to the extent that they are 
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1. You received the prestigious ERC 
grant in 2010 for your project “Asset 
Bubbles and Economic Policy”. What 
can you tell us about your main find-
ings up until now and how do you plan 
to extend your research?

The idea that we have pursued for quite 
a while now is to try to understand how 
these brusque changes in asset prices 
can affect the macroeconomy. So with 
the help mostly of my coauthor Alberto 
Martin, we have developed a series 
of models in which we show how the 
presence of bubbles affects the work-
ings of the macroeconomy. And indeed 
it is quite appropriate that you ask 
here, because what we have done is to 
take a very old model from a professor 
of yours, from Jean Tirole. Jean Tirole 
built a model of asset bubbles back in 
the early 80s; in 1985 he published a 
paper which is a seminal paper on asset 

bubbles in an overlapping generations 
economy, into which he took the 
standard growth model and found 
that there are many equilibria in which 
prices have a bubble component.

Now, the model from the point of view 
of the theory was fascinating, because 
we didn't know that the neoclassical 
model had so many equilibria, and we 
didn't know what they looked like. But 
from the point of view of applied macro 
it was a little bit disappointing, because 
when the bubbles came in what they 
did was to crowd out capital; people, 
rather than investing, would buy the 
speculative investments, and then 
when the bubbles arose the capital 
stock and output would go down. So 
you would have a theory where there 
might be bubble episodes, but when 
these bubbly episodes take place, 
actually you are in a recession, and it is 

when the bubbles col-
lapses that the economy 
goes back into a boom, 
because the bubbly as-
set disappears and then 
people start to invest 
and start to accumulate 
capital, and so on. The 
p a p e r  w a s  ve r y  n i ce 
because these bubbles 
were rational and you 
c o u l d  s e e  h o w  t h e y 
worked, but obviously 
it was not a very good 
cor re lat ion .  S o  what 
I 've been working on 
is models where these 
same bubbles exist, but 
they have addit ional 
effects; and in particular, 
w h e n  yo u  i n t ro d u c e 
financial frictions into 
the Tirole model, then 
you find that bubbles 
have two effects: on the 
one hand, they provide 
an alternative asset that 

has the effect that Jean Tirole worked 
out of crowding out. On the other 
hand, when you have bubbles, they 
relax credit constraints and allow some 
of the firms to borrow more. And that 
creates an expansionary impact. And 
all my work has been analysing what 
of the two effects works and what 
policies are appropriate under different 
circumstances. [laughs] I don't know if I 
answered your question too much.

2. So will you be continuing this line of 
research going forward?

That is the plan, yes.

3. Even after the end of the grant in 
2015?

Presumably I haven't exhausted the 
things to say.  To be honest, as long as I 
have things that I think are interesting I 
will continue doing that, so... hopefully 
yes.

Interview With 

Jaume Ventura
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4. Your research work has contributed 
a lot in the understanding of bubbly 
episodes and the introduction of 
bubbles as a main element of macro-
economic models. Is it worth letting 
them exist or should we try to prevent 
their emergence?

In the models we have developed in 
this line of research, bubbles play a 
very important role: they help markets 
to function. Let me put it this way. 
Imagine that there are some firms that 
have very good investment opportu-
nities but they are credit constrained. 
There are other firms that perhaps are 
investing because the costs of funds are 
cheap despite not having really good 
investment opportunities. These firms 
do not lend to the others because the 
market is not working well and it does 
so because these other firms do not 
have enough collateral. In our models, 
bubbles create wealth and create col-
lateral and allow the financial market to 
work better, to transfer resources from 
the lower productivity to the higher 
productivity investors. When bubbles 
do that, in general, we find that bubbles 
are helping the economy to function. 
They are the ones that allow the best 

investments to take place and the 
highest growth to take place. So, in this 
sense, my research (or our research be-
cause it is mostly with Alberto Martín) 
has led to the conclusion that actually 
the bubbles are not really the problem, 
the problem is their collapse.

The typical  notion of  the bubble 
outside of the academic market, shared 
by policy-makers and non-academic 
economists,  is  that bubbles are a 
mistake; markets are making a mistake. 
And if you have a mistake, the signals 
are scrambled.  And when signals 
are scrambled, you make the wrong 
investments. And this is bad because it 
lowers productivity. And what you need 
to do is to set the signals right. In our 
work, that is not the case. In our work 
bubbles are rational pyramid schemes 
that provide wealth and help financial 
markets to work better.  So, one of the 
things that we find is that sometimes 
governments have an important role 
helping to sustain these bubbles, not 
to eliminate them. That does not mean 
that there are not bad bubbles. But 
typically, the bad bubbles are contrac-
tionary; they are not associated with 
economic growth. 

5. So, it is no longer “let the markets 
do their job and do not invervene”.

Markets have lots of limitations. And 
indeed, in our research like in the 
early [Tirole] research, bubbles appear 
because there is something wrong in 
the markets and they in part solve that 
problem.

Bubbles are fragi le because they 
depend on expectations on the bubble 
component. For example, we think 
about bubbles in terms of an excess of 
equity prices so imagine that when you 
look at the net present value of a firm 
its value is 100, but it is triggered at 
120. Why would that be? Well, because 
somebody expects the price to be 
also overvalued tomorrow. That is a 
bubble that is rational. But if somebody 
changes their mind, the overvaluation 
can change. So, bubbles are fragile. But 
when they exist they play a role.  

Or a credit bubble. For example, a firm 
borrows in excess of the cash flows that 
it can generate. But why does the firm 
borrow? Because the creditors know 
that the firm will borrow tomorrow to 
pay them back. And tomorrow why 
new creditors will appear? Because 
they expect that the firm the following 

year will borrow to pay them back. 
These pyramids schemes or these Ponzi 
games that we usually think are bad, ac-
tually they can be part of a competitive 
equilibrium in a market with rational 
traders. And actually they play a useful 
role.  

6. How policy makers can react when 
bubbles explode? 

They should try to sustain it. And if it is 
not possible, there is no way.  

There is a common view that links the 
existence of the bubble with the fact 
that we are doing very poorly now, it is 
about “paying for the sins of the past”.  I 
do not see hard evidence that supports 
this view.   

The only thing that I see is that when 
the bubble was there we were growing 
a lot and we had a lot of intermediation. 
When the bubble collapses, we are not 
growing and there is no intermediation. 
And I look at the world and it is not 
fundamentally different. We have the 
same firms, the same people, the same 
human capital; we have the same in-
stitutions…  It is not like that suddenly 
we have an earthquake and we have 
lost half of our capital stock; or that we 
forget our education and the human 
capital in the economy has changed. 
We are basically the same but we are 
totally disorganized and I think that 
the bubble helps us to organize by pro-
viding the collateral that the economy 
needs to work. 

7. Let ’s  take a closer look to the 
Eurozone crisis. The initial rescue 
packages that were implemented in 
the Southern member states did not 
seem to perform very well and they 
had to be revised. Some people believe 
that these initial packages were mo-
tivated by an element of punishment 
rather than incentives for recovery? 
Do you agree with this view? Could 
this be a reason for not performing as 
well as it was expected?

I agree very little with that. Actually, 
the punishment aspect was very small 
and I think that I personally would 
have made it larger to put it in this way. 
European economies or economies 
from industrial countries have been 
always telling poor countries that if 
they have a fiscal problem they have to 
adjust. We have used the IMF for that. 
We have given them programs which 
typically were very short like three 
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years; there were penalty rates and very 
tough conditions. Now we have some 
problems in some European countries. 
The first programs were programs with 
the IMF and some European nations. 
For example, the first Greek one. Then, 
programs were designed in a more 
organized way with what is called the 
“Troika” and so on. The only one that 
kept putting some penalties was the 
part of the funding coming from the 
IMF. The other parts had no penalty 
rates. They were at very low market 
rates. And the conditions have been 
10 years, 15 years, some of the Greek 
bonds that have been rescheduled are 
at 30 years. So the conditions are far 
better than anything we gave before 
to the countries that came to the IMF. 
Were we wrong before? Are we wrong 
now? I do not know. I do not think that 
this is the major problem. I think that 
there are a lot of reasons for which the 
countries are not recovering quickly.   

8. The Euro crisis has exacerbated 
the movement for independence in 
Catalonia. You yourself are part of the 
Wilson Collective. What can you tell 
us about the economic foundations 
to the independence movement and 
about your work in this group? Do you 
think this separatist movement is com-
patible with calls for greater European 
unity?

You are asking me various questions; 
let me go step by step. Fist, let me talk 
about the Wilson Initiative because pre-
sumably many of your readers will not 
know what the Wilson Initiative is. As 
you know, there had been a lot of calls 
in Catalonia for having a referendum 
on whether Catalonia wants to remain 
within Spain or wants to have a new 
State on its own as an independent 
country. This has been a grassroots 
movement that has come from people 
and has been crystallized specially in a 
couple of very prominent demonstra-
tions on our National day last year and 
this year as well. There was also a vari-
ety of other popular demonstrations 
and the result of the elections of last 
November of the Catalan Parliament, 
where a majority of seats that were 
elected are in favour of having this sort 
of referendum; in particular 107 out of 
a 135 seats are from parties that call for 
having this referendum. 

When this started, the Spanish press 

and a bunch of other establishments 
in Spain started to publish a number 
of studies that basically painted a very 
dark picture about what an indepen-
dent Catalonia would look like. They 
mentioned things like that Catalonia’s 
GDP would fall 30%, that Catalonia 
would be unable to pay for the pen-
sions, that Catalonia would be left 
outside of the international community 
and, as a result, not able to enjoy of 
all the treatments that we enjoy right 
now the Catalans as citizens of Spain, 
and so on. Most of this campaign and 
most of these claims are plenty wrong, 
absolutely wrong and, basically, from 
any academic view point. Yet, most of 
the population is sensitive to these sort 
of claims appearing in the press, being 
told by government officials and so on. 
So, there were few academics, in partic-
ular six of us, five of us are economists 
and one of us is a political scientist, 
all of us have been tenured in top 
institutions in the United States and we 
are friends, and we talk, and we agreed 
on the need to do something, we need 
to, somehow, explain to the Catalan 
people what is the reality of this, what 
we know and what we don’t know, be-
cause there is also a lot of uncertainty. 
That is why we created a webpage and 
we wrote a series of documents on a 
variety of topics related to the eco-
nomic independence and also we have 
made ourselves available to the press 
and to various media outlets and they 
have, actually, taken that commitment 
seriously, so we participate actively in 
debates, discussions and so on. So that 
is what Wilson Initiative is.

Now, we will move to the second ques-
tion. The Catalan independent move-
ment it is not only economics. There is a 
lot of it which is about the treatment of 
Catalan culture within the Spanish legal 
system (a mistreatment, an indepen-
dent Catalan would say). Since you are 
asking me about economics, I will not 
mention about the cultural part but I 
will tell you that it is as important or, for 
many Catalans, is much more important 
that the economic part of it. 

We also think that Catalonia is mis-
treated from an economic view point: 
over the last thirty years, Catalonia 
has made a transfer of an average 
between 8.5% of its GDP to the rest of 
Spain, which is the difference about 
what we pay in taxes and what is spent 

in Catalonia and we think that this is 
unfair, because we would do much 
better if we could spend part of this 
money in Catalonia. The other aspect 
is that most of this mistreatment does 
not come from the fact that Catalans 
are treated differently when it comes 
to paying taxes: we pay the same taxes, 
we receive the same pensions as the 
rest of Spain and we have the same 
unemployment compensation. Most 
of this mistreatment comes from the 
investments that the Spanish State 
makes in the different regions. Just to 
give an example, Catalonia has one 
of the highest capital/labour ratios 
in Spain and has the lowest stock of 
public capital per person in the whole 
of Spain. Last week, the Government 
announced the proposed budget for 
next year: Catalonia contributes close to 
20% of the resources that Government 
has in terms of taxation but investment 
in Catalonia is only 9%, and this is 
slightly higher than the average of the 
last thirty years. However, when the 
Catalans complain, the answer from the 
Ministerio in Madrid is that Catalans 
should not cry, that now is the time to 
invest elsewhere. So, we think that this 
is unfair.

For the last question about the compat-
ibility between a Catalonia separatist 
movement and the calls for a greater 
European unity, I will give two answers. 
The first is that I think that what we 
have to unite around is the values that 
underlay the European Union, values 
of human rights, democracy, respect of 
the individual and so on. And nothing 
will unite us more that having a dem-
ocratic decision, not only on who we 
want to have as a leader, not only about 
a bunch of other things that we decide 
but also about which are the right bor-
ders and which are the forms of State 
that we want. So, I think that a vote in 
which the Catalans can express freely 
what they decide would be something 
that unites us all because we are all 
democrats.

 The second answer is a more technical 
answer: I think that there was a time 
(and this  is  something I ’ve  been 
thinking lately, it is something that I’m 
thinking about researching) in which 
the borders of the markets and the 
borders of the nations, in terms of cul-
ture were very close. Having the same 
Government that takes care of the 

> À la une
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economic and cultural issues, where 
economic could mean having an own 
currency, regulating banks or the labour 
market and where culture could be the 
type of education that you want for 
your children, the type of civil law, the 
type of judicial system you desire, and 
so on. They matched each other and it 
makes sense to have Governments that 
have that size. As time went up, the 
market borders have expanded dramat-
ically but the borders of culture have 
not expanded that much. There is a lot 
of global homogenization, that is true, 
but still you can differentiate different 
regions. As this happens the nation 
state expanded and, actually, you have 
Governements that they are too large 
vis à vis the cultural borders but too 
small vis à vis what it is the market. 
There comes a point where there is no 
reason why these two policies should 
be under the same Government. The 
whole concept of the Nation state may 
be obsolete now and, rather than have 
a singular jurisdictional that does ev-
erything, what we need now is a set of 
overlapping jurisdictions. For example I 
am a totally believer about having a sin-
gle European market, having a banking 
regulation and union, having a single 
currency, and so on; these are powers 
that should be going up. But, at the 
same time, I also believe that now, that 
we don’t need a single Government 
to protect our markets and protect 
us from external aggressions, we can 
devolve powers to the cultural units, 
because now, Catalonia, for instance, 
has the ability to enjoy the defence of 
the whole of Europe, the joined mar-
kets of all Europe so it does not need to 
delegate its identity to the Government 
in exchange for this protection or these 
markets.  I think that there will be a nat-
ural tendency to create supranational 
institutions and to fragment the State.

9 .  W h y  a r e  t h e r e  s o  m a n y  d e b t 
problems around us (in Europe)? Is it 
because of bad governments? Because 
of financial markets that give wrong 
incentives? Because of the lack of 
efficient policy instruments such as 
structural reforms? Because of specu-
lative strategies? Or because of bad 
economists?

I think it was because of a bad reaction 
to the financial crisis. The financial crisis 
initially led to a collapse in revenues. 
When the bubble collapses, activity 

collapses, revenues go down a lot on 
the part of the government. Then, the 
IMF, and all the authorities said “we 
think that this is a Keynesian style crisis, 
we need to have a fiscal expansion”. So, 
governments started spending a lot. 
And a lot of this spending was com-
pletely in things that are absurd. For 
example, Spain spent a lot of money on 
public works that were worthless. And 
I think this was the case around the 
union. Then, banks could not sustain 
themselves and governments started 
pumping money to the banks. So, if we 
put together lower revenues, increasing 
public spending and transfers to the 
banks, we have a massive public debt. 
For me all these are decisions and 
these are bad decisions. So, my answer 
to your question is because of bad 
governments, probably, advised by bad 
economists. But this is another thing.

10. Why did economic models fail to 
predict the financial turmoil and the 
subsequent crisis? In what way can 
we improve them in order to be more 
prepared in the future? 

This is an interesting thing that leads to 
a connection between our knowledge 
and the world. I write models in which 
individuals are surprised when crises 
come, because this is the real world. 
You asked me at the very beginning 
of the interview about my research on 
asset bubbles. My research on asset 
bubbles models bubbles as stochastic, 
so there is a probability that they 
collapse. Whether they collapse or not 
depends on what we call shocks to 
investors’ sentiments. What do shocks 
to investors’ sentiments mean? They are 
movements in the beliefs of the people 
that I cannot account for. At the mo-
ment in which I have a theory for that, 
then, everybody will have a theory for 
that and these moments will not occur, 
they would be totally predictable. I do 
not think that with the current state of 
the theory we can predict these things. 
What we can do is to do some ad-hoc 
empirical models that in the past have 
shown that there are some correlations 
between some variables and the col-
lapse of asset prices or what is investors’ 
sentiment.  Perhaps, these ad-hoc 
empirical models can be redefined to 
give us some clue about what to do.  

But I do not think economics is about 
that. You cannot predict the weather, 

you cannot predict a natural disaster. 
And I think that we cannot predict 
these changes in prices in the markets. 
What economics is about is that when 
this happens to know what to do. To 
react to it. I cannot tell you whether 
you are going to be sick or whether you 
are going to have an accident, but you 
are going to have a doctor that can fix 
it. I think this is what economic models 
should be doing. And I think this is also 
something in which we have failed. The 
first failing, of not predicting the crisis, 
I am not too worried about it, I am not 
ashamed of that. The second part, of 
not knowing what to do after it hap-
pened is much more serious. Together 
with many others, I am trying to change 
that. For the next time. 

11. Do you think that the worst period 
of the crisis has passed and we are 
moving towards the recovery, and 
what are the main dangers to watch 
out for on the path to recovery?

Well, I cannot predict whether things 
are going to turn for the worst or for the 
better. That is very difficult and I will not 
get into this because then I will just be 
guessing. Here what I see is that the fis-
cal problems are very much extenuated 
and the social tensions are much larger. 
And I think that the probability of a 
serious social conflict is much higher 
now than at the beginning of the crisis. 
If a similar bad shock happens, we are 
going to be in a much worse situation 
to handle it. But, I do not know, I really 
cannot predict this.

12. The decision of the Eurogroup to 
have "haircuts" on deposits as a con-
dition for the Cypriot bail-out shocked 
depositors all over Euro Area and was 
criticized by some economists.  Do 
you think that it is possible for this to 
reoccur in another European country? 
Are you in favour of such a measure 
for insolvent banks? 

I am not in favour and I don’t think that 
this is going to happen in other coun-
tries. I have not followed in detail other 
than in the press but I think that the 
Cyprus case was a special case because 
most of the holders and depositors 
were foreigners, mostly Russians, and 
it was a way to make foreigners pay 
for the European crisis. I am a little bit 
surprised that European Union and the 
IMF allowed it. 
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Terms applicable as of January 1st 2012. Card issued subject to LCL’s acceptance of your file. (2) Offer reserved to students of age subscribing to “LCL à la carte Étudiants”; for the first
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(3) Home and Contents insurance for €1 the first year then the standard terms in force apply. Offer reserved to students aged 18 to 30 inclusive, who have not benefited by the offer in 2011,
who do not have an LCL home insurance and who have taken out the “LCL Mini Habitation” formula (including theft and Student special options if subscribed to) between January 1st 2012
and December 31st 2012 for a one or two room main residence as tenant. The first year LCL will refund the amount of your premiums minus €1 (the subscriber will be charged during 
12 months from the effective date of his/her contract for the amount indicated in his/her application and refunded the same amount over the 12 months minus €1 the first month). Home
and Contents insurance provided by Pacifica, a company governed by “Code des Assurances”, and sold by LCL. The insured events and the conditions are specified in the general terms and
conditions of Home and Contents insurance. See your branch for conditions. Under the regulations governing cold calling, you can exercise your right of withdrawal during the clear 14 
calendar days following the date of signature of the contract. 
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Interview with

Introduction

Ariel Pakes is the Thomas Professor of Economics in the Department of 
Economics at Harvard University. Professor Pakes was educated in the 
Hebrew University of Jerusalem before obtaining his Ph.D. at Harvard 
University. Subsequently, he taught at the Hebrew University before being 
appointed professor in 1984. Prestigious universities such as Wisconsin 
University, Yale, the University of Chicago and NYU have had the pleasure 
to have him either by a visiting or a professor position across the years.

Professor Pakes was named the distinguished fellow of the Industrial 
Organization Society in 2007. The American Academy of Arts and Sciences 
elected him fellow in 2002. He was awarded the Frisch Medal by the 
Econometric Society in 1986, and was elected as a fellow of that society in 
1988.  Professor Pakes’ research has been in Econometric Theory, Industrial 
Organization (I.O.), and the Economics of Productivity and Technological 
Change. He has developed tools that allow the empirical analysis of I.O. 

By  Daniel Herrera
Ph.D. student, TSE

ARIEL PAKES

models. Recently, he has investigated ways of 
simplifying estimation and inferences of com-
plex behavioral models throughout the use of 
weaker equilibrium concepts and inequality 
constraints. His recent empirical work includes 
an analysis of the impact of US health reforms 
on hospital choices, hospital prices and financial 
incentives to physicians. It includes as well the 
impact of the break up of AT&T on productivity 
in the telecommunication equipment industry.

Questions

1. Most of your research is focused on devel-
oping tools to answer difficult empirical ques-
tions, mainly simulation and semi-parametric 
models. Could you briefly explain how are they 
useful and under which context they are used?

I can give you examples. So, an individuals’ 
decan give you examples.  An individual’s de-
mand might be easy to estimate, but firm deci-
sion making depends on aggregate demand.  
To construct aggregate demand we have to 
sum up over individual demands and simula-
tion can do that. Suppose that I want to both 
allow each individual to have different income 
and allow the price coefficient to depend on 
income. If I can simulate different people, I can 
predict what each would do conditional on 
their income and then add up demand over 
the simulated individuals.  So simulation is re-
ally just an integral, an easy way to do a sum-
mation. Before you could do it, there was no 
way of getting reasonable demand estimates 
for firms. Daniel McFadden cited this problem 
when he did logit demand systems (it was in the 
psychology literature before that). He called it 
the Independent of Irrelevant Alternatives. Take 
the car market. If you bought a Rolls Royce and 
I bought a Mini Van and if there were no way to 
distinguish the characteristics I preferred from 
the characteristics you preferred, our second 
choice car would be the same: the car with the 
biggest share. This does not make any sense.  
Allowing for differences among individuals that 
are associated with the price of the car they pur-
chase, allows the second choice of the person 
who chose the cheaper car to be cheaper.

For the use of semi-parametrics, I will take an 
example from production function estimation.

We often estimate production functions in or-
der to use them to analyze productivity. Usually, 
we do it after there has been a major change in 
the industry: when there is a merger between 
the two biggest firms or, in my case, when AT&T 
was broken up. To analyze what happens after 
such major events we follow firms over time.  
However some of the firms drop out. If you just 
keep the firms who stay all the time, you can get 
a very biased view.  Often the firms that exit are 
the firms that the change impacted negatively.  
So if you keep only the firms that stay, you get a 
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positively biased view of the impact of the change.  Of course 
one has to be careful that model the model used is appro-
priate for the markets studied. For example, in biotech there 
are a lot of little firms that attempt to develop new products. 
When they develop something really good, they sell it. Why 
do they sell it? Because they are not as good at producing and 
marketing the good as some of the bigger established firms.  
So these firms sometimes exit because they were successful, 
not because they were failures. You need a model of who 
drops out to guide the analysis. Those models are actually 
quite complicated because you have to build in the pricing 
equilibrium and everything else that determines investment 
incentives.  Once the overall model is specified, exit will only 
a function of certain variables. It will be a complex function 
that depends on a lot of details of the model, but you can con-
trol for the drop out probability by just conditioning on the 
variables it depends upon in a non-parameteric way.    This 
and some other details that use semi-parametrics to take 
account of the fact that productivity may be correlated with 
input choices, enable you to get estimates for the production 
function, which in turn allows you to go back and analyze pro-
ductivity.  Olley & Pakes (1996, Econometrica 64: 1263–1297) 
provide the needed details.

2. As econometric tools and rich datasets become ever 
more available, more complex models can be used. How 
frequently are static BLP models and dynamic models used 
in antitrust and merger cases? What weight do the competi-
tion authorities put on such analysis? 

It is changing slowly and they are being used more. The prob-
lem is not that people do not want to do it; it is that you need 
to have an answer for the court when the court convenes. 
Merger and anti-trust analysis goes in two stages. There is a 
first preliminary stage, where the authorities decide whether 
they are going to investigate the case thoroughly or they 
are just going to let it happen. That preliminary stage has 
to be quicker than you can typically do BLP. There are some 
exceptions. They are doing things like BLP in some Health 
Care cases now, because, they have been so interested in that 
industry that they have datasets up and running. It will prob-
ably become more and more like that, but the basic constraint 
there is just time. BLP is now starting to be used by both the 
authorities and the private sector. I do not think the dynamics 
have been used nearly as much, except for in research.  The 
dynamic models are more complicated and require more as-
sumptions.  Of course all of these models are approximations.   
Since somebody is going to make a decision and the only 
question for the authorities is: among those who can answer 
the question in time, who has the best approximation?  The 
time constraint typically kills the dynamic models, but there is 
a movement now to use simpler notions of equilibria.  These 
notions encompass the standard notion, but also admit equi-
libria which are easier to compute, and might actually also ap-
proximate better (the paper in the QJE by Chaim Ferhstman 
and I, is an example).

3. Given stringent data requirements and time restrictions 
issues, full merger simulations are difficult to undertake. 
One solution is using the upward pricing pressure (UPP) in-
dex. What is your opinion of using such tool?

The UPP depends on a particular institutional structure. If 
the merger takes place between upstream firms in a vertical 

industry, UPP does not make any sense. The upstream firms 
are selling to a downstream firm who is then re-marketing 
to consumers. The way prices are set between the agents is 
through a bargaining process. The problem of this sort I have 
thought most about is bargaining between hospitals and in-
surers. What happens? The hospitals have costs; the insurers 
sell insurance policies and get premiums for it. The contracts 
between the hospitals and the insurers split the profits be-
tween the costs and the premiums. The question is, who gets 
more of the profits? It depends on what the outside alterna-
tive is for each agent. If I have the only children’s hospital in 
Boston no insurer who wants to insure families can dare not 
to have me because they will never get families. That means 
I will get a lot of the profits because the outside option of 
the insurer is very small. He will try to keep me in at any cost, 
and I will know that. That is a different equilibrium concept 
than the one that is behind the UPP. The equilibrium concept 
which implicitly is being used in the UPP calculation is Nash 
in prices. Depending on the setting, it can be the right thing 
to do.  

4. Your papers on moment inequalities present a general 
framework that can be used to analyze single and mul-
tiple agent problems. Can you provide us with the intuition 
behind it throughout a policy relevant application? 

The intuition for moment inequalities is revealed preference. 
Take an example from Joy Ishii’s work. She analyzes how a 
bank chooses a number of ATMs (Automatic teller machines). 
There is a cost of installing and operating an ATM that we do 
not observe. We do know how much it costs to buy one, but 
we do not know how much it costs to keep it going, service it, 
and fix it when it goes wrong. We need to estimate that cost in 
order to analyze the impact of different legislation on welfare. 
Here is one way to get an estimate.  Joy estimated a model 
which allows you to compute how much more revenue the 
firm will get if it invests in one more ATM.  It must be the case 
that if you choose not to do one more ATM, the cost must 
have been greater than the expected profit gain. That gives 
me an inequality from one side of the cost: I have a lower 
bound.  Also, I know that the firm chose the last ATM. So, the 
profit it got from the last one is greater than the cost. That 
gives me an upper bound for the cost.  Now I have a lower and 
an upper bound.

In the US there was a congressional committee that was de-
ciding whether they should make the fee for using an ATM 
the same for all the ATMs; whether the customer belonged to 
the bank that owned it or not.  The logic was that you should 
not have to walk 10 miles to your banks’ ATM, it is the same 
network; you might as well go to the closer one owned by a 
competitor’s bank..

The banks said, “Well if you did that, somehow we have to pay 
for the ATMs”. So, we have to figure out what we have to charge 
customers at every bank just to maintain the system. Joy Ishii 
did the counterfactual of what will happen if everybody pays 
the same costs no matter where you go. The result was that 
the consumers did not benefit very much from implementing 
the proposed legislation. What happened was that there was 
a very big restructuring of the market. Big banks got smaller, 
smaller banks got bigger but the actual consumer surplus 
stayed around the same. The cost of the ATMs to consumers 
went up. The big banks were subsidizing ATM’s and making 
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I joined the TSE in September 2013 as an Assistant 
Professor. Although my research interests are reasonably 

broad, I mainly work on theoretical industrial organisa-
tion. An area of special interest to me is consumer search. 
Imagine there is a particular product that you wish to buy: 
for example, a book or a grocery item. According to the 
canonical textbook model, you know precisely which firms 
sell that product, and how much they charge. Armed with 
this information, you purchase it at the lowest price avail-
able. Firms price aggressively in order to persuade you to 
buy the product from them. Unfortunately few real-world 
markets work like this. For example, most consumers are 
poorly-informed about prices. Usually consumers can only 
learn about prices by visiting websites and wandering 
around stores - both of which are time-consuming, and 
therefore costly. 

One might conjecture that if the cost of gathering addi-
tional prices is small - as for example might be the case 
online - this imperfect consumer information would make 
little difference. Surprisingly, economic theory suggests 
that this conjecture is false. This is the conclusion of the 
well-known “Diamond Paradox”, named after the Nobel 
laureate Peter Diamond. To gain some insights into how 
search costs affect equilibrium prices, consider the follow-
ing simplified model. Suppose there are two symmetric 
firms which stock the same product. Consumers have 
heterogeneous valuations for this product, distributed on 
an interval [a, b]. In order to learn a retailer’s price (and 
then buy its product), consumers must incur a search cost 
s > 0. How should consumers optimally behave in such 
an environment? To begin with, consumers must form a 
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Consumer Search

By Andrew Rhodes

you pay through lower interest rates on demand deposits.

5. Even though there are prominent researchers in empirical 
industrial organization in the EU, there seem to be fewer in 
relative terms than in the U.S. Why do you think it is the case?

It’s true. Much of the empirical I.O. started in the U.S., whereas 
Europe was always strong in theory and theoretical econo-
metrics, especially, France. There was not much of an empirical 
tradition, at least, that I am aware of. I think that it is interesting 
that the part of the empirical work that Europeans are picking 
up on is the part that combines theory with empirical work. 
And I think the reason is that everybody around here knows 
some theory.  That is making it easy for you to catch up.

There is a long history of empirical work in the U.S. starting 
with agricultural research stations because they had good 
data. The United States had a lot of money to throw into that. 
After the Second World War when all the empirical work start-
ed, Europe did not have as many resources as the U.S. had. I 
am surprised of how many empirical people are here now. It is 
really different from when I used to come before. 

6. How important is it for you research to meet with people 
working in industry?

I think a lot. Different industries have different institutions, 
and we cannot work with models that are general enough to 
adequately approximate behavior in all industries.. As a result 
you have to have enough knowledge to tailor the work to the 
details of the industry studied.  Since I am mostly a method-
ologist, when I work on an empirical problem I tend to work 
with somebody who knows a lot about the industry studied.

My last paper was with Kate Ho, who knows about hospitals, 
health care and hospital choice; Steve Olley knew about tele-
communication systems; Levinsohn studied autos.

What is true about I.O. now is that there is too much for one 
person to know. So working in groups is good. And also it is 
fun! It is just much more fun working with another person. 

7. What are the next big questions in I.O. and what are the 
most promising methodologies being used?

In empirical work researchers are likely to start worrying about 
different equilibrium assumptions; not Nash in prices, or Nash 
in quantities. They are also likely to worry more about how 
firms form perceptions about what other firms are going to 
do, not just assume an instantaneous Bayes-Nash equilibrium.  
Some of the decisions that firms make involve very complicat-
ed processes, and it is very hard to think that firms know how 
to compute what standard theory says it does. The complexity 
issues show up a lot in dynamics.  We will start to figure out 
ways of simplifying the analysis. There are equilibria that do 
not require so much of the firm or the consumer. They do not 
require so much information or computation.

I think the other set of research questions are markets where 
Nash in prices does not apply: vertical markets, partially regu-
lated markets and platform markets.  Estimating demand and 
costs will go into subsequent analysis of these issues, but the 
focus will be on how to do empirical analysis in these and in 
dynamic market settings.  

Note: The TSEconomist would like to thank, Margaret Kyle, Pierre 
Dubois, Bruno Jullien, Francois Poinas and Michael Riordan, for 
their valuable comments and suggestions on the questions for 
this interview.

Faculty Member
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belief about how much each firm is charging. To simplify mat-
ters, let us suppose that both firms are expected to charge 
the same price pe. Consumers whose valuation exceeds pe + s 
expect to earn positive surplus, and therefore search one ran-
domly selected retailer; other consumers believe that search 
is not worthwhile, and stay at home. How should the firms in 
this market behave? These firms are free to choose any price 
they like - in particular, they are under no obligation to charge 
pe. There are two separate cases of interest. Firstly when pe + s 
> b the expected price is so high that no consumer searches. 
Firms face zero demand, and are therefore indifferent about 
what price to charge. As a result any pe > b - s constitutes an 
equilibrium, in a trivial sense. Secondly when pe + s ≤ b the 
expected price is sufficiently low that some consumers do 
search. The problem here is that once a consumer enters a 
store or visits a website, she reveals that her valuation exceeds 
pe + s. Moreover her search cost is sunk - if she decides that 
she wants to buy from the other retailer, she must incur an 
additional s. 

Consequently if consumers expect a price pe, each retailer can 
charge pe + s and still sell to every consumer who searches 
it. Equivalently, it is not rational for consumers to expect a 
price that satisfies pe + s ≤ b. The only possible outcome of 
the game is the first one, in which consumers expect high 
prices and therefore do not search. Hence we have a paradox. 
Perfect information leads to strong competition and low 
prices; small amounts of imperfect information lead to high 
prices and market breakdown.1 

This paradox is an important and intriguing result. Several 
authors have suggested ways to weaken it. One class of mod-
els attacks the problem from the consumer side. For example, 
consumers might plausibly learn several prices during a single 
search (Burdett and Judd 1983). Alternatively, some consum-
ers may enjoy shopping around and comparing prices (Varian 
1980, Stahl 1989). In both cases, firms have an incentive to 
set relatively low prices, in an attempt to win business from 
the better-informed consumers. Another class of models 
attacks the Diamond paradox from the firm side. Essentially 
the paradox arises because firms cannot commit not to ‘hold 
up’ consumers ex post with a high price. Therefore if firms 
can inform consumers about their price via advertising, they 
can guarantee consumers some surplus (Wernerfelt 1994, 
Anderson and Renault 2006). However, an important point is 
that papers within this literature have traditionally made the 
(implicit) assumption that firms sell only one product. 

My research on this topic seeks to relax the assumption of 
single-product retailers. From a practical point of view, most 
firms do sell a wide range of products. Moreover, consum-
ers frequently buy several items in one shopping trip. From 
a theoretical point of view, allowing firms to stock multiple 
products can also overcome the above ‘no search problem’. 
Intuitively this is because in the single-product case, only 
consumers with a high valuation decide to search, so retailers 
exploit this and charge a high price. However, in the multi-
product case, somebody with a low valuation on one product 
may search because she has a high valuation on another. 
This weakens a firm’s incentive to hold-up consumers: when 
increasing one of its prices, it loses demand from consumers 

who like the product a little, but who are primarily shopping 
for something else. As such, it is possible to construct an equi-
librium where consumers have correct expectations about 
each retailer’s prices, and still find it optimal to search. Once 
we have this equilibrium, we are potentially able to answer 
several other interesting questions. For example, when 
consumers have search costs, what are the advantages to a 
retailer from stocking a wider range of products? How do pric-
ing incentives change when a firm sells more products? Some 
retailers send out adverts, containing information about the 
prices of a small proportion of their total product range. How 
much can consumers learn from these adverts? For example, 
if a firm offers a good deal on one product, should consumers 
expect the firm to raise the prices of its other goods? 

Significant progress in answering these questions can be 
made using the following model. Suppose there are two 
firms, each of which sells the same n products. Consumers 
regard these products as independent, and would like to 
buy one unit of each. Valuations for each of the products 
are drawn independently from an identical distribution. As 
before, assume that consumers must incur a cost s > 0 in 
order to travel to a retailer and learn about its prices. In addi-
tion, suppose that some consumers are ‘loyal’ to a particular 
store (and will only shop there), whilst others are ‘non-loyal’ 
and are happy to shop wherever they think they can get the 
best value for money. The move order of the game is then 
as follows. In the first stage, the two firms simultaneously 
choose their prices. They also have the opportunity to pay 
an advertising cost, and inform consumers about one of their 
prices. At the second stage, consumers observe adverts (if 
any) and form expectations about the prices being charged 
by each retailer. Consumers then choose between staying at 
home, or searching one of the two firms. Non-loyal consum-
ers then have the opportunity to search the other firm if they 
wish. Consumers observe the actual prices being charged by 
the firms they have searched, and then make their purchases. 

As a benchmark, first suppose that neither retailer chooses to 
advertise (for example because the cost of doing so is prohibi-
tively large). As discussed above, whenever the firms’ product 
ranges are sufficiently broad, there exists an equilibrium in 
which consumers search. Moreover, this equilibrium is sym-
metric: firms charge the same prices, and therefore all con-
sumers search at most once. We can also prove that when the 
firms stock more products, they charge lower prices on each 
individual product. Intuitively, a small retailer is searched by 
a relatively small group of consumers, who have high valu-
ations on many of its products. A large retailer, on the other 
hand, offers many more products on which positive surplus 
can be earned. As a result, a larger retailer is searched by a 
larger number of consumers, who on average have a lower 
valuation for any individual product. Larger retailers should 
therefore charge lower prices, because they endogenously 
attract consumers who are more price-sensitive. 

Now suppose that a retailer sends out an advert, containing 
the price of one of its products. Consider a thought experi-
ment in which the firm exogenously varies the level of its 
advertised price. Notice that as the advertised price falls, 
some new consumers who like the advertised good decide 

1. See Diamond (1971) and Stiglitz (1979). When individual consumers have elastic (rather than unit) demands, firms end up charging the same price as a 
monopolist. In this alternative setting, consumers do search and the market does not break down. Nevertheless the equilibrium price is still very different 
from the full-information case.

<Academic



14

to search. Since they were not previously searching, these addi-
tional consumers must have relatively low valuations. Therefore, 
anticipating this, the firm finds it optimal to also reduce its 
unadvertised prices in order to sell more products to these new 
searchers. Therefore consumers (rationally) expect a positive rela-
tionship between a firm’s advertised and unadvertised prices. This 
happens even when products are completely independent and 
unrelated. 

Finally, consider how firms choose their overall advertising strat-
egy. Assuming the advertising cost is not too large, we can prove 
that a firm optimally behaves in the following way. Sometimes 
it charges a high ‘regular price’ on each product and does not 
advertise. Other times it advertises a low price on one randomly 
selected product. The discount on that product is also random 
and drawn from a distribution. Intuitively a firm must randomise 
in all three dimensions, otherwise its rival might be able to guess 
and undermine its promotional strategy. In light of the positive 
relationship between advertised and unadvertised prices, ran-
domness in advertised prices generates (from an ex ante perspec-
tive) randomness even in the prices of products which are not 
being advertised. As such, price dispersion is a robust feature of 
the model. Overall then, even a relatively simple model can gen-
erate quite rich predictions about how retailers should choose 
their pricing and advertising strategies when consumers face 
search costs.  
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Markets with Imperfect Informationí, 
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Academic Talk
  Interview with Sylvain Chabé-Ferret 

“The Wonderful Adventure of Causal Inference: How To Improve 

Decisions in Health, Education, Environment and Everything Else”

By Philine Schuseil

1. You hold a degree from AgroPar-
isTech (a French “grande école” of 
Agronomy). What was your motiva-
tion behind the decision to study 
agronomy and how did your aca-
demic career unfold to become an 
economist?

SCF: My father is a farmer, and that 
drove me to be interested into agricul-
ture. Later in high school I was fond of 
biology, and I wanted to study this in 
college. In France we have these pre-
paratory classes after high school, in 
preparation for the competitive exams 
to enter the grandes écoles. When the 
time came to choose one of those prep 
schools I chose the one specialized in 

biology and this was really amazing. I 
loved the way biology was taught and 
I think economics could draw a lot of 
inspiration from it. I had a terrific teacher 
in my first year at prep school, who gave 
us this sense of belonging to a human 
knowledge adventure: knowing that 
guys in the past had started thinking 
about the problems, had set up experi-
ments, and seeing that the same ideas, 
questions and experiments would still 
be shaping the way biology was work-
ing today. I don’t think the way eco-
nomics is taught gives us this sense of 
standing on the shoulders of giants and 
the understanding of where we come 
from, what the big ideas are and how 
these eventually unfold. Something I 

also loved about biology was that it is 
a strong experimental science. Each 
time you come up with an idea or with 
a theory, the main thing you want to do 
is to do an experimental critique of it. 
It is nice to have a theory but you have 
to be hard on the theory, and the only 
way to be hard on the theory is to run 
controlled experiments. The curriculum 
at the prep school also had a very good 
physics side, which I enjoyed a lot. What 
I loved in physics were small, very simple 
and nice models that could explain how 
things behave. This is amazing. You run 
equations and then you can predict a 
trajectory or something with very sharp 
precision. I also liked the interconnec-
tion with the math. 
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Sylvain Chabé-Ferret is Assistant Professor at the TSE, 
within the Environmental Economics research team 
(Lerna). He studied at AgroParisTech and holds a 
PhD in economics from the University of Auvergne. 
Before joining the TSE, he spent a post-doctoral year 
visiting the Cowles Foundation and the Department 
of Economics at Yale University, and he worked at 
IRSTEA, an environmental research center.  His main 
area of expertise is the econometrics of treatment 
effects. On October 24th, he gave an academic talk 
about causal inference. We took the opportunity to 
ask him some questions about his research and ca-
reer as an economist.  

Eventually I entered the agronomy school and then a track in 
which I became civil servant for the French Ministry of Agriculture.  
Then I had this impression, that if you wanted to understand 
public policies - how you would evaluate policies, whether they 
were interesting, which impact they might have - you need 
some tools and these tools were those of economics. That’s why 
I started to do a master in economics. That was mind-blowing to 
me as I discovered that you could think about all those topics with 
equations, which is a very nice way of thinking about problems. 
Most impressive for me was that I learned things that completely 
overturned what I took for granted. I remember that in agronomy 
school, everyone was thinking that when prices decrease farm-
ers would increase supply to maintain their incomes. The first 
time, someone wrote on the board like maximization of profit 
and upward slope of supply, I was like wow – this is amazing. It 
is very hard to rationalize the feeling I have that people should 
increase their supply to maintain their income – how can they do 
that? This formalization is this mind blowing thing. The same with 
agronomy teachers teaching that you have to protect agriculture 
with tariff barriers because of all the jobs tied to the sector. I was 
then pretty amazed by the first trade class I took about compara-
tive advantages.  I also liked the empirical part of economics. For 
me economics is a perfect combination. It combines interest in 
society and public policies, the nice rigor and elegance of the 
equations and the concern for empirical critique of what you’re 
doing. This is what I wanted to do. 

2. A focus of your research is agricultural economics. In a few 
sentences, what is agricultural economics and where is it pri-
marily used? How is it related to development economics?

Agricultural economics is the study of how farmers make deci-
sions, how these decisions interact with markets, with the envi-
ronment and so on. I think it is a very important field for environ-
ment. The reason is that farmers care for a lot of the land. Because 
the land is a supportive motor for environmental services we 
benefit from, like biodiversity, it is very important to understand 
how farmers make decisions. These decisions eventually shape 
the environment in which we live in. I also think there is a natural 
connection between agricultural economics and development 
economics. In the developing world a lot of people are farmers or 
derive income from farming. So it’s very important to understand 
how they make decisions and how policy decisions impact them.  

3. What are the career opportunities for an agricultural 
economist? 

Apart from academia, you can work for government agencies and 
ministries where you prepare, evaluate or discuss policies that 
are going to be implemented. But there are also more and more 
firms that specialize in consulting and evaluation of public poli-
cies, especially in environment and agriculture. One of my former 
students for example works now in a firm doing exactly this type 
of consulting: proposing ways to evaluate public policies and 
helping policymakers to make their decisions. There is a market 
and a demand for this type of skills which is developing. However, 
I think we should have more connection with those firms doing 
business in the agriculture and farm industry. These guys also 
would benefit a lot from the knowledge and skills that we are 
transmitting in this field. Maybe we should be more aggressive in 
trying to market what we’re doing to these guys because I believe 
that all the concepts and the nice, elegant way of thinking about 
things would be of interest to them. For example, IO analysis or 
causal analysis would be interesting tools for firms making deci-
sions about product design or marketing. They need to know 

whether this has an effect on profits or sale. This is exactly 
the framework you use for causal inference and I there-
fore believe that there is a lot of scope to try to convey 
these methods to private firms. 

4. You recently gave an academic talk on your research 
topic: “The Wonderful Adventure Of Causal Inference 
– How to Improve Decisions in Health, Education, 
Environment and Everything Else.” Could you briefly 
summarize for our readers why correlation does not 
mean causation, what can we do about it, and why is 
this so important?

I really loved preparing and giving this talk. I tried to 
convey the sense of why it is useful and what are the 
nice, interesting things to do with that. Also, I liked to 
try to give this sense of being part of a human history 

<Academic



16

of knowledge, which I think is very 
important. I think we should try to focus 
our teaching on that. My impression is 
that students like it when the abstract 
notions we are developing relate to 
real people that made these concepts. 
I remember when I was in first year of 
prep school in biology my teacher was 
always giving examples of who these 
guys were and how they were working 
and it was really nice. 

You need to understand causality, 
because causal relationships are what 
allow you to make better decisions. For 
example, if you’re a firm and you’d like 
to set up a marketing or advertising 
campaign, you do that if you think that 
this will eventually increase your sales 
and profits. So the causal question is: 
Is it going to do that? And if you knew 
the answer to that question, you would 
make better decisions. The same is true 
for public policy decisions in general. 
One example in the talk was the ques-
tion of class sizes and students’ outcome 
in terms of scores. If we expect that 
decreasing class size will improve stu-
dents’ performance, then it is important 
to know by how much. It is costly to 
decrease class size because you have 
to hire more teachers. So, there is a 
cost-benefit-analysis to be made. If you 
knew by how much you could improve 
students’ performance by decreasing 
class size, which is a causal question, 
you would make better decisions.  I gave 
other examples in the talk. If you knew 
you could improve students’ outcomes 
by giving them deworming drugs in 
developing countries where worms are 
a very important problem, it would be 
very important whether it is true or not 
because the drugs are costly.  If they 
have a positive effect, then it may be a 
cost-effective way to increase human 
capital in developing countries. In my 
research, we give farmers payments 
for adopting greener practices that we 
think are better for the environment, 
but we want to know if they change 
practices because we pay them and it is 
also critical to know by how much they 
change. We would like to know the size 
of this effect. It is critical to know if the 
payment we gave them is okay or if we 
pay them too much.  We can come up 
with a lot of examples of why causal 
inference is so important. The problem 
is that it is generally super hard to make 
causal inference. For example, if you 
were to look at this class size issue and 
you look at the relation between class 

size and students’ performance in the 
data, you see that it’s positive. The more 
students are in a class room, the better 
their performance. Then there would 
be no trade-off and we put everyone in 
40-students-classes and they could have 
fewer teachers and better performances. 
It sounds weird. And the same is true 
for deworming drugs. We know that 
deworming drugs kill worms, but we 
see no effect on students. In the 2000s 
an overview of studies concluded that 
this doesn’t seem to be cost-effective 
because it doesn’t seem to have any 
effect. The same for the countries that 
pay farmers: the farmers who receive 
the payments have so much greener 
practices than the others; it seems to be 
a mind-blowing effect. And this is weird 
and we’re not sure if it’s really a causal 
relationship. The reason is that it is very 
hard to make causal inference from 
observational data. The causal relation-
ship is always contaminated by other 
relationships: by the fact that the guys 
who receive the payments, who are in 
small classes, or who receive deworm-
ing drugs, are different from the guys 
who do not. The allocation process of 
the treatment is going to confound the 
relationship we’re interested in; that is, 
the relationship between the outcomes 
and the treatment. This is the main 
insight we’ve gained from research in 
economics and econometrics in the last 
century: this contamination. The fact 
that the relationship of interest interacts 
with a lot of relationships that are in 
the data. For example, the relationship 
between students’ performance and 
class size interacts with the fact that 
principals decide on the composition 
of the classes. They will put the less able 
students in smaller classes because they 
know they would benefit from that. This 
creates a positive relationship between 
students’ ability and class size. In smaller 
classes you’re going to see less able 
students; in larger classes you’re going 
to see more able students. This creates a 
positive relationship between class size 
and students’ performance and in the 
end you can completely overturn the 
effect that we are expecting; that is, that 
we should see students’ performance 
decrease with class size. 

How can we disentangle the true effect 
from all these contaminating, confound-
ing factors? This is the main task that 
econometricians face. The main thing 
we have found to deal with that is 
experiments. In controlled experiments 

we try to change only the treatment 
we’re interested in and the rest is kept 
constant. This is what they do in physics. 
In economics and in social sciences in 
general and even in biology this is hard 
to do because we don’t know all the 
other influences. It is hard to measure 
them to know whether they change 
when we change the treatment of inter-
est. One of the greatest methodological 
inventions in this respect has been the 
invention of randomized controlled tri-
als (RCT). Randomizing allows you to 
change things in a way that is orthogo-
nal to all the other influences. Now, the 
confounding factors are still there, but 
they are orthogonal to what you are 
interested in. The idea is that these con-
founding factors will average out when 
using populations. The other thing that 
emerges is the true causal effect that 
you are interested in. So, by random-
izing the treatment you’re interested 
in - by randomizing students’ classes to 
different sizes, by randomizing kids to 
different treatments or by randomizing 
farmers to different types of payments 
-  you have a clean-cut way of knowing 
the effect of the treatment. This is one 
of the greatest inventions of history by 
Ronald Aylmer Fisher, who was one of 
the fathers of modern statistics. He’s had 
a very important impact. He actually was 
an agricultural experimentalist. The first 
time he came up with RCTs was for agri-
cultural experiments. The other father 
of modern statistics, Jerzey Neyman, 
who was also working on experimental 
farming, came up with ideas very similar 
to that. The problem is that RCTs are 
very hard to do in economics and social 
sciences in general. We generally face 
political resistance and we also have the 
problem that we face human beings: 
they are conscious and rational in the 
way to react to the randomization. So, 
this is a difficult, but very interesting 
research topic. It is very interesting in 
terms of research to understand how 
we can design experiments that mimic 
what really happens in the world. 

Another way to deal with that is a meth-
odological innovation developed in the 
late 20th century, natural experiments. 
Natural experiments is a way to find 
things that mimic experiments - as if 
you had randomized people in the treat-
ment - but are emerging naturally from 
the data, from how nature, society or 
policy works. Consider, for example, the 
class size issue. There is a rule in Israel 
that if you have more than 40 students 
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that enroll in a school, then you need to 
create one more class. So you will have 
either two small classes or one big class 
depending on whether you have more 
or less than 40 students in the school. 
There is a sharp change in class size 
around the 40-threshold. This change 
is completely random because one kid 
decided to enroll in this school instead 
of another. You can use this to identify 
the true causal effect. If you do this, you 
actually find that increasing class size 
degrades students’ performances. So, 
you find exactly the relationship you 
were interested in. This is a way to mimic 
an experiment. This was one of the most 
important innovations in the 1990s in 
economics: the way to identify natural 
experiments in the data and to make 
use of them.

However, sometimes you don’t have 
natural experiments. Then you need to 
rely on assumptions and econometric 
methods that try to correct the selection 
bias. This is what I’m trying to do in my 
research. Is it possible to find ways when 
you have non-natural experiments to 
correct for selection bias and how much 
can we do? This is a very interesting field 
because you have a lot of needs for that 
as you cannot always rely on natural 

experiments or on RCTs. 

5. How do you do that? 

I like to have a very simple elegant model 
that is economically rooted and which 
helps to understand the behavior of 
people. I try to confront the estimators 
that exist in this model, to see whether 
they can solve the problem the model 
creates or not. For example, I can have 
a model of people who decide whether 
or not they want to take a programme 
based on their own interest (they are 
utility maximizers). I want to see what 
are the types of information they have, 
what are the kind of processes they use 
- just to understand what is going on. 
That generally gives a lot of insights. It 
can also give you insights on how you 
can solve this problem. This is the way 
I do it. Then, what we generally do in 
economics is to try to compare how well 
we are doing with non-experimental 
methods at reproducing results of 
experiments like RCTs. Because there 
are actually some RCTs in social sci-
ences, in public policy and in econom-
ics; most of them in the U.S. but some 
also in France. So you have data on 
experiments. If you really believe that 
this is a causal effect, then you can try 
to reproduce this causal effect by using 

only the non-experimental method and 
see if it works or not. This is what we are 
trying to do. Up to now, we have not 
been very good at this. The ones you 
could use almost all of the time perform 
very poorly. However, this is very early 
research. There hasn’t been a general 
survey on that, we have a lot of statisti-
cal things around but we don’t have a lot 
of theory-oriented work on that. 

6. We know that Adam Smith spent a 
year and a half in Toulouse between 
1762 and 1766. As a real “Toulousain” 
– Do you have an explanation why 
Toulouse has become a home to such 
an important economic research cen-
ter as the TSE?

It is true that I was born and raised in 
Toulouse. Actually, I’m not very good 
at the history of Toulouse. I don’t know 
if there was anything in the history of 
Toulouse that predisposed the place to 
be strong in economics. I think that it 
was mainly the action of one man. I think 
Jean-Jacques Laffont was the critical 
guy. He had the vision, the energy and 
the will to make that happen.  I think we 
owe him a lot. This is like one of the criti-
cal junctures sometimes: one guy says I 
am going to do this here - and he did.   

 and 

Consumer Shopping Behaviour
By Jorge Florez-Acosta

Ph.D. student, TSE

The retail sector has become of great importance for what 
it represents for the economic performance of a country1, 

its central role in relations with upstream and downstream 
markets, and for the impact that its anticompetitive practices 
can have on social welfare.  

Multiproduct by nature, the retail sector is characterized, on 
the one hand, by a complex configuration stemming from the 
multiplicity of forms, formats, products, and pricing and adver-
tising strategies and, on the other hand, by its concentration, 
with a few large supermarket chains competing with small 
downtown shops. Whereas the former supply a wider range 
of products along with a variety of additional services (such as 

gas stations, shopping malls, restaurants and entertainment 
areas for kids), the latter generally offer narrower product lines 
but constitute an alternative to consumers through either 
higher quality, specialized offerings in the supply of specific 
categories of products (such as wine shops, vegetable mar-
kets, butcheries, etc.) or because prices are considerably lower 
(such as hard-discount stores). 

For all these reasons, this sector has been of central attention 
for policy makers and economic research. A wide variety of 
topics has been treated (such as retailer competition, vertical 
relations, consumer product and supermarket choice, switch-
ing, search and shopping costs, the effects of new product 

1 According to the European Commission (2010), it represents 4.2% of the European Union GDP, has around 17.4 million workers among other indicators. 
Also, food expenditure represents around 13% on average for European households.
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introduction, the econom-
ics of private labels, etc.) 
from both theoretical and 
empirical perspectives in the 
Marketing and Economics 
literature. Yet many inter-
esting questions remain to 
be answered. That is why I 
decided to concentrate my 
research in this area.

One interesting and exten-
sively studied topic is the 
existence of the so-called 
private labels or store own-
brands. Private labels (here-
after PL) are retailers’ own-
branded products supplied 
exclusively in their stores 
and produced by a separate 
manufacturer. They are pro-
duced as quality-equivalent 
products respective to regu-
lar manufacturer brands usually distrib-
uted in the whole territory (also known 
as national brands, NB). However, con-
sumers often perceive them as of lower 
quality, which may explain why they 
are offered at lower prices in average. 
Evidence shows that PLs are supplied at 
a 20% lower price in average relative to 
a quality-equivalent NB (Berges-Sennou 
et al., 2009).

In France, a particular way to promote PL 
demand common to the different retail 
chains seems to be loyalty programs.  
Consumers subscribing to the program, 
get a loyalty card (carte fidelité) which 
they have to show every time they pass 
by the checkouts. This will give them 
right to benefit from permanent rebates 
on some selected PL and some other 
special promotions. 

My first paper is precisely motivated 
by this observation: profit-maximizing 
retailers giving additional rebates on 
their lower priced own brands. To shed 
light on this fact, I empirically examine 
the effects of loyalty programs on PL 
demand.

Loyalty programs (hereafter LP) are pres-
ent in almost all the retailing markets. 
Most work the same way: a member 
who purchases today gets a reward to 
be used next time she returns to the 
store (or after she crosses some thresh-
old). Previous researchers have provided 
several explanations as to why retailers 
offer such costly programs. They can be 

summarized in two ways: 1) consumer 
retention, as they are more likely to come 
back when there is a promised price 
reduction; and 2) as a way to exercise 
market power, in particular, LPs can be 
used as an explicit discriminatory device 
as customers must subscribe to the LP to 
enjoy the benefits. As previously men-
tioned, the boost of the demand for a 
specific product or category of products 
seems to be another motive.

The interesting feature is that loyalty 
rebates are lagged, i.e. the discounts 
announced today on some products 
are accumulated as euros or ‘miles’ in 
customer’s account and after a given 
time/money threshold is crossed, the 
acquired amount of money is given back 
to customers as a purchase coupon to be 
expended in any of the retailer’s stores.2 
Theory shows that even when rebates 
are lagged to a subsequent period, con-
sumers perceive current prices as lower. 
Additionally, theory predicts that firms 
are able to raise prices and get higher 
overall profits when they introduce loy-
alty programs.

I estimate brand-level demand using 
discrete-choice methods taking into 
account household membership to loy-
alty programs. I use a three-dimensional 
panel of quantities and prices for up to 
13 brands of plain yogurt, purchased 
from the 6 largest supermarket chains 
in up to 94 departments of France, 
weekly in 2006. I also observe some 
demographic characteristics including 

household membership to supermarket 
LPs. In addition to the well documented 
challenges faced when estimating 
demand, such as the endogeneity of 
prices and the dimensionality problems 
implied by the large number of brands, 
I also deal with the correlation between 
membership of the supermarket LP and 
unobserved supermarket attributes. 

Results confirm that private labels 
are, on average, less valued relative to 
NB. However, I find that the marginal 
valuation of PL products increases with 
subscription to the supermarket LP, 
which confirms the belief that LPs serve 
as a way to boost store-brand demand. 
Moreover, when customers subscribe to 
separate LPs of competing retailers, the 
expected effects are weaker, i.e. the mar-
ginal valuation of PL products decreases 
with the number of subscriptions and 
customers are more sensitive to price 
changes.

Another explanation for the retailers’ 
efforts for making customers loyal is to 
avoid them doing multi-stop shopping 
and concentrate all their purchases 
with only one retailer instead. This is 
precisely the focus of my second (ongo-
ing) research project (joint with Daniel 
Herrera, also a Ph.D. at TSE). 

People with similar characteristics may 
have quite different shopping prefer-
ences. On the one hand, some customers 
like to concentrate their purchases with 
only one retailer and take advantage of 

2 Some programs, such as Casino’s, work slightly different as they give points (``miles’’) to customers according to a predetermined exchange rate, and have 
a catalogue where members can pick a gift according to the cumulated number of miles. 
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being loyal (benefit from loyalty rewards, for instance), time 
saving and the gains in experience when patronizing a par-
ticular retailer. On the other hand, some others prefer visiting 
multiple separate suppliers motivated by reasons such as to 
get the best deals, the existence of differentiated product 
lines, or due to some unanticipated event (a dinner party with 
the need for particular ingredients they do not regularly pur-
chase or because they run out of some staple, say milk, before 
expected). We then say that two consumers have heteroge-
neous shopping patterns when they visit a different number 
of retailers within the same shopping period. Therefore, a con-
sumer who goes to only one retailer within, say, a week will be 
a one-stop shopper and a consumer visiting several separate 
suppliers within the same week will be a multi-stop shopper.

This heterogeneity in consumers’ shopping patterns may be 
determined by several factors such as preferences, demo-
graphics (income, age, household size, location, etc.), informa-
tion frictions (search costs), differentiated retailers, and the 
time availability for shopping activities (opportunity cost of 
time). Theory has introduced a concept that summarizes most 
of them: shopping costs. 

They are defined as all the consumers’ real or perceived costs 
of using additional suppliers (Klemperer, 1992). More pre-
cisely, according to Chen and Rey (2012a), shopping costs 
reflect “the opportunity cost of time spent in traffic, parking, 
selecting products, checking out, and so forth”. Otherwise 
stated, shopping cost is defined as the opportunity cost of 
time when shopping.  

It is an empirical fact that similar consumers may have differ-
ent shopping patterns. In France, for example, around 85% 
of households exhibited multi-stop shopping behaviour in 
grocery shopping in 2005.3  One can argue that this heteroge-
neity in shopping patterns could respond mainly to individual 
preferences, and then the answer to any question regarding 
such a heterogeneity would be simple: similar consumers do 
different things just because they have different tastes for 
shopping. However, shopping costs may account also for the 
consumer preference for shopping. In fact, a common feature 
in the literature is that heterogeneous shopping patterns will 
always exist as long as there is a mix of consumers with het-
erogeneous shopping costs and retailers with differentiated 
product lines or specializations.

Economic theory has shown that in the presence of shopping 
costs, some features that would otherwise be considered good 
from a social welfare perspective can have adverse effects. The 
introduction of a new product variety, firms competing head-
to-head by producing close substitutes and banning below-
cost pricing of competitive products are some examples.

In fact, according to Klemperer (1992), in a competitive setting 
with differentiated product lines, retailers may be tempted to 
undercut prices in order to make one-stop shoppers become 
multi-stop ones by patronizing different retailers. On the other 
hand, if competition is head-to-head, by selling products as 
homogeneous as possible, customers will stay with only one 
retailer because the benefit of visiting an additional retailer 
will not compensate the shopping costs. As a consequence, 
competition is reduced and prices are higher. 

Klemperer and Padilla (1997) show that in the presence of 
shopping costs the introduction of a new product can cause 
a decrease in rivals’ profits generating the so-called “indirect 
business-stealing” effect. A firm offering more varieties than its 
rivals is attractive for consumers as they can get all the com-
mon and new products through a single retailer, rather than 
staying with the rival who only offers one product or doing 
multi-stop shopping and paying the extra cost of patronizing 
several retailers. As a consequence, the retailer introducing 
a new variety will sell more of all other products in his range 
making rivals’ profits decrease. This leads to the introduction 
of too many varieties with respect to the socially optimal 
number. 

Chen and Rey (2012a, b) show that retailers can exploit the 
fact that some consumers do like to be multi-stop shoppers to 
price discriminate. In this sense, they will never want to push 
competitors out of the market but keep them in instead, in 
order to be able to extract rents from multi-stop customers, by 
adopting loss-leading (when competing with smaller special-
ized rivals) or cross subsidization strategies (when competing 
against similar rivals).

All these striking theory findings and the lack of empirical 
literature on the topic motivated our interest in the structural 
identification of consumer shopping costs, with the primary 
objective of giving empirical support to the widespread 
assumption that differences of shopping costs explain the 
heterogeneity in consumer shopping patterns. And, second, 
to have an empirical tool that allow us to test some theory 
predictions and policy conclusions.

For the future I hope to continue to develop a research agenda 
on retailing and consumer shopping behaviour. In particular, 
I hope to work on topics such as information frictions, price 
advertising and consumer search costs.  
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Introduction

How can PhD students prepare for the job market? The 
TSEconomist interviews senior and junior TSE faculty 
members, as well as recent graduates who went through the 
job market and were willing to share their experiences with us. 
We hope that our PhD community will find these interviews 
helpful and insightful.

In this issue, one of our junior faculty - Takuro Yamashita - 
provides tips for job market preparation, while Professor Jacques 
Crémer, Patrick Rey and Jean Tirole comment on some other 
aspects of the job market.

However, our job market coverage does not stop here. Do not miss 
our 7th issue in which recent graduates of TSE talk about their 
job market year and the life after their PhD graduation.

We intend to continue covering different aspects of the job 
market. If you have any ideas or particular questions about 
the job market please contact us at tseconomist@tse-fr.eu

Sincerely yours,

Suxiu Yu and Georgios Petropoulos
PhD candidates at TSE       
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Q&A: Part I

1. It seems that PhD candidates’ CVs are likely to have the 
following 5 kinds of experiences: TA/RA experience, confer-
ences/seminars experience, summer school/visiting experi-
ence, working experience, and journal referee experience. 
Apart from doing their own research, how should PhD 
students allocate time and energy among those activities? 
What of these activities are more important for a successful 
job market year?

It depends. In my case, I went to a few conferences to pres-
ent early versions of my job market paper. Some people, 
like my advisor at Stanford, do not like very much the idea 
of presenting very early stage research work in conferences 
and workshops. I think participation in conferences may be 
fine when you have made sufficient progress, but otherwise, 
it may be better to focus on your research papers themselves 
and especially on your job market paper instead of going to 
many conferences.

TA and RA activities are probably more important for job 
market candidates as they signal particular skills and qualifi-
cations of the candidates.

During my PhD studies I did not visit any other institution, so I 
cannot really say anything about that.       

For the academic market, I do not think that working experi-
ence (internships) matters a lot. Of course, if you wish to find 
a job outside academia, like in banks, financial sector, consult-
ing companies, working experience is important. 

About the journal referee experience, it is more passive. If 
someone asks you to be a referee, you become a referee. If 
not, you do not. Some PhD advisors with some editorial 
activities ask their students to be referees on papers that are 
closely related to their PhD topic(s). If you have a publication 
in a journal, the editor may ask you to become a referee for 

the papers that are submitted to this journal. So, there is no 
standard procedure for becoming a referee. It depends on the 
people with whom you interact during your dissertation. If 
you have been a referee it is probably good, but if you have 
not it is also fine.

But, you should keep in mind that the most important thing is 
the job market paper itself. 

2. Going to conferences and seminars, whether as a pre-
senter, a discussant, or simply an audience, is a major part 
of the PhD life, could you give us some suggestions on how 
to make full use of such opportunities?

To get the most out of a conference you should present a 
paper. If there is a discussion session you can benefit from the 
comments of your discussant(s). In small conferences with 
let’s say around 10 presenters, you have more opportunities 
to discuss your research with the other participants. In big 
conferences like the ones at the European level, you should 
make an effort to chat with as many other participants as you 
can about your paper. This is the best way to get additional 
comments and improve your research work.       

3. How time demanding is it to be a journal referee?

It depends. If the paper is good, it is easy. If the paper is really 
bad, it is also easy. In my case, the most of the papers I referee 
are theory papers, and the way I try to referee the papers is 
to go through the proofs and see whether they are correct 
and also to check some other important parts of the papers 
about their substance. It can be a time consuming process but 
it really depends on the person, I guess. Of course, it is not as 
time consuming as writing your own paper. You may spend 
one week or two weeks but you do not spend half a year on a 

Interview with Pr. Takuro Yamashita

 Job Market
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referee report.   

4. How to prepare for interviews and 
for fly-outs?

Each interview usually takes 30 minutes. 
Which means that you have to be really 
well prepared about what you want to 
say about your research. The 15 to 20 
minutes of the interview (including the 
questions) are allocated to your job mar-
ket paper. At Stanford, what I was usu-
ally advised to do was to prepare a 5 and 
a 10 minute version of the summary of 
my paper. Moreover, you should be pre-
pared for answering possible questions. 
To do this, you basically practice with 
other PhD students. I think this is the 
easiest and also one of the most impor-
tant parts. You should also discuss with 
your advisor about what kind of ques-
tions you can expect. Usually during 
the interview, not all the people know 
your paper. People that are close to your 
research area would probably know, but 
not all. So, you have to talk about your 
paper in a general way explaining why 
your paper is important and so on.

For fly outs, it is a longer, one day kind 
of event. You have 30 minutes meetings 
with a bunch of faculty members of the 
visiting university and then lunch and 
then you give a talk at some point of the 
day and then you go for dinner. Each of 
these meetings has similar structure to 
the AEA interviews. Although, it is a one 
to one meeting, so it is more specific to 
each person. The presentation is, I think, 
the most important part of the fly-out. 
Its duration is usually one hour to one 
hour and thirty minutes. For my case, I 
practiced literally 100 times in total. It is 
important to be well prepared.

5. Here in Toulouse, we have the 
reputation of being harsh with seminar 
speakers. How should the presenter 
react when he is asked tricky and harsh 
questions during his/her job market 
seminar?

It depends on what kind of questions 
you get. It also depends on the people. 
My opinion is that you have to first be 
honest. You can pretend that you know 
more than what the audience asks but, 
this does not really work as the audi-
ence already knows what kind of stuff 
you have done and what kind of stuff 
could be done, so it is better and safer 
to be honest. If you have not done 
something that this person asks, then 
you should say: “Ok! I have not done it 
yet”. Of course, you can do some kind of 
informative speculation: “I could not do 

this so far, but, I am planning to do this 
as a next step” and you can speculate 
what kind of results you expect to derive 
if you have a good intuition on the topic. 
In a sense, it is a discussion; it is not a 
fight between people. It is not really 
winning or losing. Harsh questions you 
may encounter when you submit your 
paper after the job market. So, first of all, 
it is better to be prepared for these kind 
of possible questions. And if you get 
harsh questions, you should even think 
on how to answer them after the semi-
nar to improve the quality of your paper 
and be more prepared the next time you 
are going to present it or submit it to a 
journal.

6. In your job market seminars, did 
you have the feeling that the audience 
deeply knew your paper or they just 
had a general idea?

On average, in the fly-out stage, I have 
the feeling that people work on a rel-
evant field had a look at my paper, at 
least the introduction and the main 
sections and possibly few people have 
read the detailed proofs which is a kind 
of rare I think. Most people had a gen-
eral idea about what is the paper about 
and potential journals in which it can be 
published. Outside your field, I think it 
is less common that people read your 
paper before the seminar. 

7. In the interviews with the faculty 
members of the institutions you visited 
during the job market year, did you 
have the feeling that they were trying 
to test your knowledge? What kind of 
questions they asked you apart from 
your job market paper?

No, I do not think that they try to test 
your knowledge. Besides, the reference 
letters provide some information about 
that. And usually, if you are not good at 
your own field, your advisor will not let 
you go to the job market. They may ask 
you about future research work, other 
ideas you have in mind and extensions 
of your current research work. I have 
been working on robust mechanism 
design stuff, which is one subfield of 
mechanism design. So, some people 
during the interviews asked me what 
type of topics in mechanism design 
will be important for the following 5 or 
10 years. Of course, you do not know 
exactly, but still you can tell what you 
think about. So, it is not so much of 
testing but more a discussion about the 
future potential relationship.   

8. At the very end of your job market 

year, you must have received a few 
offers; how did you decide which one 
to pick?

At this stage, there are several things 
that count. One of the most important 
factors is what research environments 
those departments offer. Toulouse is a 
particular case in the sense that it has a 
very large number of faculty members 
working on contract theory, mechanism 
design and that was very good to me 
because in the junior tenure track it is 
important to interact with people that 
work in a close (not necessarily the 
same) research area as yours. Toulouse 
is exactly like that. So, the research 
environment was one of the important 
components for me. Another one is of 
course, salary. Depending on which 
institution you get a job in, the salary 
could be very different. And the living 
environment is also important of course. 
Especially if you already have family. For 
us, we do not have a kid yet, so in this 
sense it was easier. The teaching load is 
another important point. But, typically, 
you do not have as many teaching obli-
gations as a junior faculty member.     

9. What’s a typical day of yours, as a 
PhD student back then, and as a faculty 
member now? How different is your 
everyday routine?

Except that now I have some other tasks 
like teaching or a little bit of administra-
tive work such as organizing seminars, 
a typical day of mine has not changed 
a lot from my PhD years. Basically, most 
of the time you focus on your papers. 
Another difference is that during the 
PhD, your primary objective is to have 
a good job market paper, which means 
that you can potentially work on several 
things but in the end you concentrate 
on one of the papers to sell yourself in 
the job market. If you are a junior faculty 
member you do not have to focus on 
one specific project. Rather, you want to 
have a bunch of good works.     

10. How should PhD students prepare 
for the job market? 

One thing that I advise PhD students is 
to practice the presentation of thire job 
market paper many times. They can use 
the internal seminars to present their 
research work. They also have to be well-
prepared when they go to the mock job 
market seminar. Most importantly, they 
should practice by presenting their 
paper to their colleagues and friends. In 
my case, my wife was a listener for my 
presentation. I literally presented it 10 



1. Do you suggest PhD candidates try publish-
ing their papers before entering the job mar-
ket? Or do universities prefer job candidates 
with working papers that are highly likely to be 
published in future?

This is a tricky question, as it depends on what 
your target is. If you are aiming for the inter-
national job market, good universities are suf-
ficiently confident in their ability to distinguish 
good from bad work that they will only care about 
the quality of what you have written and will not 
put much weight on whether it is published or 
not (well, within reason; if you have a solo paper 
accepted at the AER, it will help). For these uni-
versities, papers published in poor outlets can 
hurt you. On the other hand, there are some mar-
kets - the French “Maître de Conférences” market 
is one of them - where having publications is a 

plus and sometimes a necessity. You should make sure to discuss your strategy on this 
point with your advisor(s) very early in your graduate career. 

2. In the interviews, what are the main aspects universities want to know? What do 
you suggest for interview preparation? Are social skills important for a successful 
interview or is the research profile of the candidate the only thing that matters?

I assume that you are speaking of the interviews at one of the organized job markets.

By the time you get to an interview, the universities have access to a lot of information.  
The people in your field will have looked at your file, and they are trying to gather two 
main types of information from the interview. First, they want information about how 
good a presenter you are - this is important to know whether you will be a problem 
in the classroom. Secondly, they are trying to figure out whether you understand your 
own dissertation. They want to know whether you are able to explain why your results 
are interesting and whether you can put them in perspective within the literature. This 
enables them to weed out people who worked on topics suggested by the advisor 
without really understanding why they are important. It also enables them to get 
information about your general culture as an economist (acquiring this general culture 
is one of the reasons why you should attend seminars). For instance, you would be 
surprised by the number of interviewees who are unable to answer a question such 
as “why did you make this assumption?” or who answer it simply by saying “this is the 
usual assumption in the literature” or “X also made this assumption”.

In the interview room, there will also be people who work in other fields, and they will 
often have looked at your file very superficially, if at all. They want to acquire the same 
information as the people in your field, but they are also trying to understand if they 
find your work interesting.

From the answers above it is clear that it is not only the research profile of the candi-
date that is important for a successful interview (although presentation skills are part 
of the research profile). The TSE prepares you for the interview during the Fall of your 
job market year, so I would concentrate on what you can do earlier in your PhD to 
prepare yourself. The main thing is to get used to speaking about your work. Talk about 
it with your friends, both the economists and those who do not know any economics. 
Go and speak to the visitors at the TSE if they are in your field. Speak to enough faculty 
members at the TSE. 

3. Is duration of PhD studies a signal of the quality of the candidate? Is the TSE a 
special case in terms of duration of studies due to the coursework during the DEEQA 
year? Could this be a disadvantage for TSE students when they enter the job market?

Yes, duration of PhD studies is a signal of the quality of the candidate, but it is only if 
they take a very long time that it creates a real problem. The quality of the research is 
the most important signal.

The TSE is not a special case with the DEEQA coursework. All decent PhD programs in 
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or 20 times to her. I also recorded 
my presentation. I listened to 
it again and again in order to 
improve it. This is something that 
I recommend to the students. 
You use yourself as a listener and 
you can improve your presenta-
tion. Besides, when you are in the 
market, it is very stressful period 
and you cannot work on your 
paper anymore. Listening to your 
recorded presentation is a passive 
way of practicing it. I would really 
recommend it! That worked out for 
me!      

11. Do you think that students 
should go with coauthored 
papers in the job market? 

I did not have any co-authored 
papers at that time. So, I do not 
have a good answer. However, 
what people say is that if you co-
author a paper with your advisor, 
this could be discounted a little 
even if this advisor said clearly in 
his recommendation letter that 
the student is actually the main 
author. In general, having a job 
market paper co-authored with 
your advisor may not be good 
idea. If you co-author your job 
market paper with someone else, 
like a colleague of yours, it is more 
or less fine, especially if is 50-50 
work.  

12. Your first publication was in 
Econometrica and it was before 
your job market year. Is it impor-
tant for the PhD students to go to 
job market with a publication?

It will help of course. It helped in 
my case I guess. I think the ques-
tion is rather whether you have 
to spend some specific time for 
producing some publication dur-
ing your PhD or not. If that is the 
question, I am a little bit skeptical 
as to which one is better. To make 
something published is already a 
time consuming task. It is not just 
finishing a paper, but also the sub-
mission, revision and resubmission 
process and so on. So it is time 
consuming, and if that is not your 
job market paper in the end you 
may want to focus more time on 
your job market paper rather than 
working on publishing some other 
work. 

Interview with Pr. Jacques Crémer



1. Usually, job market candi-
dates have 3 papers in the same 
research area. Is the diversity of 
research interests a good or bad 
signal? What are the pros and 
cons of having papers all in the 
same area or in different areas?

I think that there is no rule here. 
You may dig deeply in the same 
spot or build a much more 
diversified portfolio. Clearly, the 
latter strategy makes it easier for 
you to turn to new topics in the 
future, but you also run the risk 
of spreading yourself too thin. 
There is only one rule: quality, 
namely originality of the con-
tribution, rigor of the analysis 
(whether empirical or theoreti-
cal), and reader-friendly exposition. 

Different researchers have different styles and temperaments; this is 
true both for job market candidates and much more senior research-
ers. Discover the one that is most appropriate for you, and don’t think 
too much about this question; focus rather on the quality leitmotiv.

2. Could you give us some suggestions on the reference letters? 
Which is better for a PhD candidate, a very warm letter by a junior 
faculty member or a less supportive letter by a well-established 
senior researcher?

Obviously the former. The key thing of course is that the readers (the 
universities with job openings) trust the writer of the letter. While a 
well-established senior researcher in general will have more experi-
ence in matching students to prospective employers, universities 
also trust talented young scholars. Another point is that the person 
recommending you must know you and your work well. That will 
carry a lot of weight.

3. Having been the PhD advisor of students that got very good 
placements in the past, what do you think are the necessary ingre-
dients of successful job market placement? 

Letter writers can help you obtain interviews, but they of course 
want to preserve their reputational capital (a letter writer who is 
known to push students too much ends up carrying little weight). 
Besides, recruiting committees do read job market papers. So in any 
case, you are more or less on your own once you have reached the 
meetings/interview and fly-out stages.

Then, talent and originality are necessary, but not sufficient condi-
tions to get the job you deserve. If you stress minor aspects of your 
contribution at the expense of more major ones, if you don’t explain 
well the importance of your contribution, your assumptions, your 
identification strategy, etc., you will be penalized. Prepare yourself 
carefully; I think that despite much progress, European universities 
still lag behind top US in terms of how professional the students 
are when they arrive on the job market. Your papers must be well 
polished, and your mock interviews and seminar presentation must 
be flawless. You must look like someone one would like to have as 
a colleague: enthusiastic, with research ideas for the future (without 
spreading yourself too thin of course, but not planning to change a 
fourth derivative in the job market paper as a post-job market plan), 
and a good colleague. 
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the world have two years of coursework. Our students 
would be at a significant disadvantage if we did not 
have the DEEQA. In programs that do not have a year of 
advanced research based coursework, students often 
have exclusive relationships with their advisor and 
work on his or her problems. The DEEQA provides you 
with the background to find your own research topics, 
and universities want to hire scholars who have the 
ability to ask good questions. 

Interview with Pr. Jean Tirole

1. What do you suggest for master students who are 
considering a choice between pursuing a PhD directly 
and entering the professional world first?

Although there are some exceptional examples of 
people doing consulting work first and then turning to 
academia, it’s definitely easier to start a PhD and then 
go to the professional world. It could result from vari-
ous reasons - psychological or social ones. It’s harder 
to focus solely on study again after working for some 
time. 

However, if you don’t feel ready for PhD, experiencing 
the professional world first could be an appropriate 
choice. Getting in touch with the real world can help 
you generate ideas and research agendas; in this case, 
it makes sense to delay academic study for a while.

2. For PhD candidates in the job market, is work-
ing experience important for positions in business 
schools, international organizations, government 
bodies, the financial sector, or consulting firms?

Professional experience helps, but don’t overestimate 
its value. With academic training during PhD, one may 
aim at positions at another level, which would prob-
ably have different criteria or require different skills. 
Hence, research ability is more important.

3. If a student works in a consulting firm or a policy 
oriented institution immediately after his/her PhD 
graduation, do you think that it will be difficult for 
him/her to return later to academia?  

It’s more difficult to return in this case; therefore, if you 
ultimately prefer the academic world, go straight to 
academia. You could try some consulting work while 
being an academic if you are also interested in the pro-
fessional world. 

Interview with Pr.Patrick Rey



Every morning… 

I start my day with a cup of coffee and 
instead of opening a newspaper, I switch 
on my computer, start surfing the web 
and read the news and blog posts. 

Blogs in numbers…

Since the late 1990s the blogger commu-
nity has grown immensely. Tumblr, the 
blogging platform, which was bought 
by Yahoo in spring 2013 for $110 million, 
recently announced that their network 
contains around 143.8 million blogs. The 
statistics of WordPress, another blog-
ging platform, claim that over 389 mil-
lion people view more than 13.3 billion 
pages each month. WordPress users pro-
duce about 35.0 million new posts and 
61.2 million new comments per month. 
These numbers and the rising popular-
ity of blogs have various reasons. One 
of the essential aspects of blogging, 
though, is the possibility for readers to 
leave comments (Greg Mankiw’s blog 
being an exception) and thereby initiate 
a conversation between the publisher 
and his/her readers. Another important 
characteristic is the variety of subjects 
addressed by blogs, ranging from the 
latest fashion trends, travelling and 
cooking, to recommendations about the 
best fishing hook, the latest discovery in 
physics or feminist literature of the 19th 
century. Almost every big newspaper 
has an online representation and its 
own blog. And of course, so do many 
influential economists.

Blogs in discussions…

The economist and author of Zombie 
Economics, John Quiggin, argues that 
blogging is an addition to rather than 
a direct replacement of mainstream 
media. He calls blogs a “common pool, 
which users can draw on freely and 
replenish and extend with their own 
contributions”. Opinions on the influ-
ence of blogs differ a lot. On the one 
hand, Quiggins considers new media 
outputs like blogs to be of mostly lower 
quality than that of old media, such as 

books.  Also Harvard Law professor Cass 
Sunstein disregards the importance of 
blogs arguing that blogs are unlikely to 
be of educational value for the society 
since they cause “group polarization” 
and lead to the creation of “informa-
tion cocoons”. On the other hand, Tyler 
Cowen believes that blogs have a great 
impact on the diffusion of economic 
research since many good bloggers 
write posts of  higher quality than major 
newspapers (his opinion isn’t too sur-
prising, considering that he himself is 
a blogger on Marginal Revolution). In 
an interview for The Economist, Greg 
Mankiw stated why he is blogging: “It’s 
a natural extension of my day job—to 
engage in intellectual discourse about 
economics”. The Economist concluded 
“blogs have enabled economists to turn 
their microphones into megaphones. 
In this model, the value of influence is 
priceless.” 

Blogs inspire… 

All in all, there is some truth in all 
opinions mentioned above. Yes, there 
are many blogs of bad quality and yes, 
they do not always add educational 
value. But at the same time, you can 
find the exact opposite: bloggers that 
write exciting stories, start intellectual 
discussions and crucially contribute to 
public debates. This is especially true for 
economic blogs. Many economists blog 
about their own specific field of research 
but many others also engage in discus-
sions about politics and public policy. 
Bloggers often try to connect different 
ideologies and theories with real life. 
The symbiosis of economics and current 
affairs bears space for fruitful thought. 
In addition, the change of audience 
from the lecture hall to the internet will 
not transform the essence of the mes-
sage but will change the language of 
the discussion from rather formal tone 
to widely understood one. I, myself, 
enjoy reading about the opinions of 
economists also outside their academic 
papers. While finding out what bothers 

them and what makes them excited, I 
rediscover the motivation for my own 
work.

To the economics of blogs...

Not surprisingly, the blogging mar-
ket has been analysed by economist. 
Motivated by the different views of 
scholars towards blogs, McKenzie and 
Özler (2011) conducted an impact 
analysis of economic blogging. Using 
an event study, they find evidence of 
a positive impact of blogging on the 
dissemination of research and ideas. 
Taking Davis et al’s survey from 2011 as a 
baseline, the authors find that economic 
bloggers are better-known and have 
a better professional reputation than 
non-bloggers with similar publication 
records. Davis et al asked U.S. econom-
ics professors to list their favourite three 
economists over 60 and under 60 years 
of age. McKenzie and Özler then com-
pared these survey results to the 500 
top-economists according to the RePEc-
Rankings, which are based on paper 
downloads and citations, by introducing 
a dummy for blogging. Despite the fact 
that their results should not be general-
ized, they give some valuable insights 
into the world of blogging and give to 
both, bloggers and readers like myself, 
that blogs are much more than just a 
new source of procrastination.

Naturally, the blogging economist com-
munity reacted to these findings shortly 
after the results of the study were 
published. For instance, Tyler Cowen 
commented on the McKenzie’s and 
Özler’s findings: One obvious question, of 
course, is how the average returns relate 
to the marginal returns.  If David’s num-
bers reflect the reality, and I believe they 
do, why do not more economists blog?  I 
believe it is because they can’t, at least not 
without embarrassing themselves rather 
quickly, even if they are smart and very 
good economists.  It’s simply a different set 
of skills.  The underlying cognitive model 
here still needs to be worked out, but it is 
not a story of smooth continuity. 

Blogging in Economics 
By Sabine Gerdon

> Academic
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TSE is working on an own platform with posts from researcher to open up debates and allow comments. 
Check out the TSE homepage for more details soon! 

To form your own opinion on this largely debated topic, check out the following blogs: 
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Top 5 favourite blogs of economics professors (compare Davis et al. 
2011, 44% of the 299 economists read blogs)

• Greg Mankiw (Mankiw sticking to his principles and no comments from 
readers allowed)

• Tyler Cowen and Alex Tabarrok: Marginal Revolution ( Their “assorted 
links” are fun to look at)

• Paul Krugman: The Conscience 
of a Liberal

• J. Bradford DeLong

• Steven D. Lewitt and Stephan J. 
Dubner: Freakonomics

TSE Blogging

• Stéphane Straub

• Gilles Saint-Paul 

• Phillipe de Donder

• Paul Seabright

• Frogonomics (Augustin Landier and 
François Salanié)

Top 5 of the most influential blogs (compare Onalytica 
Index)

• Paul Krugman: The Conscience of a Liberal (He posts several 
times daily some interesting content on various issues on his 
New York Times blog) 

• Economix: Explaining the Science of Everyday Life (different 
economic experts blogging on new economic developments 
on the New York Times platform)

• FT Alphaville (news for finance professionals, but also inter-
esting for everybody who is excited about finance)

• Vox:  Research-based policy analysis and commentary from 
leading economists ( An online policy portal set up by the 
Centre for Economic Policy Research where an editorial board 
around Richard Baldwin decides about the publishing of the 
posts of many good economists)

• Tyler Cowen and Alex Tabarrok: Marginal Revolution 

Stéphane Straub’s Top 5

• A blog on development economics:

http://chrisblattman.com/

• The best blog to follow American politics from outside:

http://blogues.cyberpresse.ca/hetu/

• To stay in tune with new economics research in an easy way:

http://www.voxeu.org/

• Columns on politics, economics, psychology, etc.:

http://www.project-syndicate.org/

• Great comment on impact evaluation research by David McKenzie and his 
World Bank’s colleagues:

http://blogs.worldbank.org/impactevaluations/
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Almost everyone knows the standard 
Hotelling model, famous in game 

theory and IO. According to the model, 
two firms decide where to situate them-
selves along a continuum from 0 to 1 (the 
most common example being a street), 
and must place themselves optimally in 
order to attract the maximum number 
of customers. Since customers have no 
intrinsic preference and simply buy from 
whichever business is the closest, the 
unique Nash equilibrium of this game 
is that both firms situate themselves at 
point a=b=0.5. The extension to political 
parties is directly analogous and pretty 
simple to see: political parties decide 
where to situate themselves along the 
political spectrum. They want to get into 
office, so in order to attract the maxi-
mum number of voters, the parties as a 
whole will (or should) converge toward 
the “center” (as voters tend to vote 
for the party nearest to their political 
preferences).

Why, then, do political parties continue 
to make proposals that differ, some-
times radically? It is certainly an attrac-
tive theory. Is it that political parties are 
stupid, and none of their members has 
ever studied game theory? Or perhaps 
it is voters that behave irrationally, and 
cannot be trusted to vote for the party 
that is most aligned with their beliefs. 
The answer, of course, is neither: the 

simple Hotelling model does not take 
public information into account, and 
different information structures have 
very different outcomes. If all voters are 
informed about everything, it is easy to 
hold politicians accountable. However, 
when only some voters are informed, 
or when different voters are informed 
on different topics, is where it gets 
interesting.

First let us explore, in a very brief man-
ner, the probabilistic voting model. In 
simplified form, there are two political 
candidates running on platforms qA 
and qB. The electoral mass is a large 
continuum of atomistic agents with 
idiosyncratic tastes that can be decom-
posed into an aggregate popularity 
shock (different for each candidate) and 
an idiosyncratic taste shock. Each voter 
i has policy preferences α

i
 according to 

their “type” as well as those idiosyncratic 
tastes. Of course, candidate A chooses 
platform qA in order to maximize her 
chance of being voted in, and minimize 
her opponent’s. Two features character-
ize the probabilistic voting model: one, 
that candidates are uncertain about 
whether they will be elected (due to 
the idiosyncratic tastes), and two, that 
voting has an intensive margin – that is, 
voters are more likely to vote for a candi-
date the more they like him or her (and 
voters derive utility from casting a vote 

for their favorite and against the other). 
Suppose voters expect politicians to 
propose policy platforms QA and QB, 
and let’s consider the case where only a 
fraction θ

j
 of voters in a group j observe 

policy proposals. In this case who is the 
pivotal voter? The informed! Only those 
who can predict  QA=qA and QB=qB are 
catered to. (To see this, let’s consider 
the simple example of Robin Hood and 
the Sheriff of Nottingham. Assume that 
only the rich nobles are informed, and 
the poor peasants are uninformed. If the 
candidate chooses to be the Sheriff of 
Nottingham and taxes the poor to the 
benefit of the rich, the nobles will see 
and reward him accordingly. However, if 
the candidate chooses to be Robin Hood 
and tax the rich to give to the poor, the 
poor will not see this! The nobles will, 
however, and will punish the candidate. 
Therefore the candidate has no incentive 
to be Robin Hood and cater to the unin-
formed.) This conclusion is supported by 
empirical evidence: Strömberg (2005) 
investigated the effect of radio owner-
ship on how much federal aid was allo-
cated during the New Deal using ground 
conductivity and presence of woodland 
(both of which interfere with radio sig-
nals) as instruments for radio ownership; 
he found that a one-standard deviation 
increase in radio ownership resulted in a 
9% increase in federal aid.

So we’ve seen the basics of the proba-
bilistic voting model and the effect of 
being informed or uninformed. But we 
still haven’t seen anything to contradict 
the conclusion that both candidates’ 
platforms should converge to a single, 
support-maximizing proposal, when 
in fact platforms vary sharply from one 
political party to another (and quite 
often are directly opposed). Glaeser, 
Ponzetto and Shapiro (2005) explain this 
difference with asymmetric information. 
That is, voters can not only be informed 
or uninformed about policy propos-
als in general, but they can also be 
more informed about one candidate’s 
proposal than her rival’s, and partisan 
affiliates are more likely to be informed 
about their own party’s platform. Now 
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voters believe parties will propose platforms QA and 
QB, and a voter in group j observes the real policy 
proposals with independent probabilities θA

j
 and θB

j
.

If we follow the model of probabilistic voting, we can 
actually see that candidates choose policies appeal-
ing to a particular group j based on a) how big the 
relevant group is (relative to the whole electorate); 
b) how likely it is members of that group will observe 
the policy proposal (and thus reward it); and c) how 
much utility members of that group will derive from 
voting for him (which determines the intensive mar-
gin). Candidates thus choose different policy propos-
als because they are catering to different audiences! 
In fact, even more interestingly, party affiliation 
can be made endogenous: say that voters affiliate 
themselves with the party they expect to prefer. 
Candidates know this and so will cater towards these 
voters because they are more likely to be informed 
about their platforms. Thus the relationship is self-
fulfilling. This has important real-world implications 
when we consider the effect of media. Voters who 
follow a particular brand of media  are more likely to 
be informed about a particular party’s platform and 
so are more likely to vote for that party. In fact, Della 
Vigna and Kaplan (2007) found that 3-28% of Fox 
News viewers were induced to vote Republican (who 
otherwise would not have), and that Republicans 
gained 0.4 to 0.7 percentage points in towns that 
broadcast Fox News in 2000.

And so, in sum: we see that when there is asymmetric 
information, political candidates can in fact ratio-
nally have policy proposals that differ dramatically 
because they cater to different audiences, and that 
it is possible for this relationship to be self-fulfilling. 
… Of course, this ignores one more explanation: the 
possibility that politicians have varying beliefs, and 
they really do base their platforms on what they 
believe in. But where would be the fun in that?  

PhD Exchange

Host institution: Structural Policy Research Division of the 
General Direction of International Studies, Bank of France

1. What is your main research topic?

The first two papers of my PhD dissertation study how market 
structures affect firms’ investment decisions and what their policy 
implications for economic efficiency and economic growth are. The 
specific research project that I worked on during my visit at the Bank 
of France focuses on the determination of the impact of product 
market competition on innovation, taking into account the financial 
constraints that firms may face when they decide whether and how 
much they will invest in R&D. 

2. In what way has this visit helped you to advance your research 
project?

In many ways! The Bank of France has a relatively big group of people 
that have produced a large body of research on this topic and a high 
quality data that was proven very useful for my project. Their focus is 
mainly on empirical studies, while my research project starts with a 
theoretical model. In the Bank, I had access to the relevant datasets 
and I tested the predictions of my theoretical model empirically. 
People there were very friendly and helped me a lot with my empiri-
cal part. During my visit I learnt new statistical packages and how to 
apply the econometric techniques I have been taught in TSE courses 
in practice. I had the opportunity to discuss my findings with many 
researchers affiliated with the Bank and I tried to get the highest pos-
sible benefit from the academic environment of the universities in 
Paris by attending their seminars and courses.  

3. Did you like the academic environment there? Is it very different 
from that of TSE? What are the main differences?

I liked it a lot! The Bank of France is a very large institution which 
has many different directions, sections 
and units. In my unit we had a great 
atmosphere. I really liked the fact that 
there were many occasions to meet all 
the other members of my unit. There 
were coffee breaks in which each 
member of the group was invited to 
participate and we went very often for 
lunch all together.  The repeated inter-
action made my work much easier as 
it improved the communication within 
our group. Most of my colleagues there 
have already finished their (PhD) stud-
ies and the environment is more pro-
fessional in comparison to the student 
environment of the TSE. Moreover, the 
seminars at the Bank are more directed 
to issues related to the economics 
of banking and the financial sector, 
in general as one can easily guess. 
Research focuses on empirical topics 
with emphasis on the policy implica-
tions of each study.
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   Georgios Petropolous, PhD candidate at TSE
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Host institution: UC Berkeley (Center 
on the Economics and Demography 
of Aging)

1. What is your main research topic?

My research is in the intersection of mac-
roeconomics, demography and social 
choice - normative economics. Currently 
I am working on pension design. The aim 
of my research is to provide theoretical 
foundations for public policy (perhaps 
more directly than some of the more 
theoretical work in the profession).

2. In what way has this visit helped you 
to advance your research project(s)?

I have often heard that it is best to go visit 
once you have plenty of work to discuss. 
In my case I went to Berkeley to hunt 
for ideas for my job market paper. And 
it was great. The seminars at the CEDA 
cover topics from pure demography, 
sociology to development economics. 
It was a very stimulating environment 
(it was, really) and plenty of my current 
research plans are the result of those 
seminars.

In addition, my faculty sponsor invited 
me to one of his classes on economic 
demography. Since it was sort of a “top-
ics in” it helped me a lot to gain a knowl-
edge of the literature and the frontier of 
research in many topics of my field.

3. Did you like the academic environ-
ment there? Is it very different from 
that of the TSE? What are the main 

differences?

I really liked the academic environment. 
Overall, I would say that it comes down 
to the fact that I had a feeling of being 
accepted by a very active research com-
munity. For instance, the chair of the 
department introduced me to the com-
munity at the beginning of the weekly 
seminar the first week I was there. 

The sense of community was very obvi-
ous. The demography department hosts 
the CEDA and it is rather small (around 
10 professors and no more than 20-30 
students). Everyone attended all the 
seminars and most weeks almost every 
professor would make at least one com-
ment. Students would also contribute 
often to the discussion. After the first 
week, I got carried away and I started 
raising my hand very often. It was 
pleasant to see that professors would 
engage me and take my comments in 
full consideration.

In addition, I was lucky to attend a class 
very well aligned with my research top-
ics. It was mainly a discussion of papers 
and current research and it was very 
engaging. I remember looking forward 
to the class every week. I think that the 
TSE has some of these “topics in” classes 
(Macro IV and Topics in Food IO), but I 
feel that there isn’t one for every broad 
specialization. I found it very useful and 
I think it would be great if some profes-
sors at the TSE could be convinced to 
teach such courses. I think a lot of people 
would take them even if they were not 
for credit.

4. Overall, did you enjoy this experi-
ence? Would you recommend to other 
TSE students to visit another university 
for some months during their PhD 
studies? Do you want to add anything 
else about your experience?

Personally, I had a good time. But there 
are a few things that I feel one should be 
careful with:

1. Super busy faculty sponsors.

I actually did a background check of 
my sponsor, both through the Rate My 
Professor website and professors who 
knew Professor Lee personally. I was 
afraid that being a big shot he would 
neglect me completely (and I feel we 
have all heard horror stories about 
that). In my case, I was extremely lucky. 
Professor Lee met with me at least an 
hour per week and if I didn’t send him 
an email to meet, he would remind me 
to come even if just to discuss some 
papers. My recommendation would be 
to try to be sure that the professor you 
are going to be working with is “student 
friendly” and has time for you.  Also try 
to interact with him/her as much as pos-
sible: for example, attend his/her classes.  

2. Meeting people there.

Other people have said this too in this 
section. It is actually hard to get to know 
the students. Everyone seemed super 
busy and they didn’t spend that much 
time in the office. Going to a class is a 
great way to meet some people, oth-
erwise I feel it can be easy to just mind 
your own business while you are visiting. 

3. Length of the visit.

One quarter is not enough! It takes sur-
prisingly long to settle down.

Just one last thing. Visiting is a good 
opportunity to check whether you fit 
in a different academic environment. In 
my case, in the medium-term I want to 
move to the US and I feel it is very valu-
able to visit it often before you take such 
decision. In addition, you get to know 
people there, which has been most 
helpful for me. 
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4. Overall, did you enjoy this experience? Would you recom-
mend to other TSE students to visit another research insti-
tute for some months during their PhD studies? Do you want 
to add anything else about your experience?

Definitely! I really enjoyed the experience! I highly recom-
mend to other PhD students to visit the Bank (or another 
similar institution) for their empirical research projects. In fact 
there are other two TSE PhD students that are currently visit-
ing the Bank! In general, a visit to another institute broadens 
your horizons and may be helpful for generating new research 
ideas and co-authorships! I would like to add something here 

that reveals the great atmosphere in the Bank. My stay in the 
Bank coincided with some complications of my PhD studies 
which naturally put obstacles in my research activities at the 
Bank for a relatively long period. Many of my colleagues in the 
Bank supported me a lot, from the first moment, during this 
period. When these complications ended and I could finally 
focus on my PhD-Bank of France research project, they orga-
nized a small celebration for me wishing me good luck with 
my PhD studies! Their support, their friendship and the warm 
environment they created for me made my visit to the Bank 
really special! 

   Héctor i Pifarré i Arolas , PhD candidate at TSE
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The Indian Ambassador to France at TSE 
By Brenda Medaglia and Fanny Mégret
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On November 22nd, Mr. Singh, ambassador for India in 
France, came to talk to students about Indian economy, 

its challenges and its opportunity.

The ambassador, during his talk, insisted on the importance 
of seeing how complex India is, before even trying to under-
stand this huge country. India has complex societies (23 
official languages, thousands unofficial), complex economies 
and complex politics. Democracy is an important challenge: 
the size of the electorate is 730 million, and any election 
requires 1 million voting booths across the country. Votes are 
electronic and public information is widely available, creating 
very large expectations from the population around election 
times.

A current challenge is recent economic growth (around 5%) 
which is too low at the moment to draw people out of pov-
erty. Even though India has a domestic demand driven econ-
omy, integration with the rest of the world was deeper than 
previously thought: credit availability has been squeezed, 
constraining production and growth. The currency has been 
extremely volatile recently because of high inflation, a high 
current account deficit (around 4% of GDP) and investors’ 
withdrawal of capital short term from emerging markets.

But the rupee has recovered since the end of the summer 
and foreign direct investment (FDI) 
in the country remains high. The 
government of  India notes that 
the fundamentals  of  the I ndian 
economy remain strong in terms of 
demographics (large working age 
bracket, availability of skilled workers); 
international economic integration 
(flow of technology, significant entre-
preneurship, globalized Indian firms); 
financial systems (investment is 35% 
of GDP, savings are 30%); and democ-
racy (building consensus with society, 
walking in the same direction).

As ambassador to France, Mr. Singh 
went on to give a few facts about 
India and France’s relationship. For 
example, France is India’s strongest 
partner in space ( joint satellites); 
there are also strong partnerships in 
defense (production and supply) and 
nuclear energy. More than 700 French 
firms are present in India. One weak 
area would be on bilateral trade with 
France, where levels are low compared 

to other major economies in Europe.

Mr. Singh told us that he was impressed by the heterogeneity 
of origins of students in the room, as well as by the quality 
and pertinence of the questions asked. Questions concerned 
a wide range of topics: foreign companies in India, food 
inflation, FDI and retail, health and education, relations with 
China, Green Revolution, bureaucracy, growth and redistribu-
tion, safety for women, the job market...

We met Mr. Singh after his talk to ask him our own questions 
about India. 

1. Could you give us further details on Indian economics? 

The fundamentals of Indian economy are very strong. Growth 
in any society is based on resources, capacity and opportu-
nity. Looking at these aspects, Indian has the necessary tools 
to pursue it. From a demographic point of view, there is an 
adequate availability of technically trained manpower to 
provide resources for growth. India has a huge unexplored 
demand. Nowadays, there are people that don’t have enough 
income. As incomes will grow, this unexplored demand will 
grow as well. The capacity of Indian firms and management 
to engage with the world economy has increased. There have 
been investments from abroad, experience abroad, engage-
ment with international trends and technology development. 

Business Talks

Mr. Singh (middle), Fanny Mégret (left), Brenda Medaglia (right)
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We have to remember also that FDI has increased by 30% 
from last year, and it is an indicator of how investors are 
looking at the fundamentals of the Indian economy.

2. What do you think about the future of the Indian 
economy?

We need to generate significant employment and we can-
not rely just on the services sector, even though it makes 
a good contribution in terms of GDP and export revenue. 
Also, we cannot rely only on agriculture. There’s already 
a lot of pressure of people in the agricultural sector and 
the amount of land per person devoted to agriculture 
is very small. Further productivity increases support the 
assessment that we need to reduce the pressure we have 
on agriculture. To do this we have to pull people into the 
manufacturing sector and we have to build the capacity 
of the manufacturing sector.

3. What is your personal opinion about Sen Vs Bhagwati 
debate?

Growth and redistribution are equally important. We need 
to have conscious polices to ensure that the benefits of 
growth will go to all the segments of the population. 
Otherwise, they don’t happen at the necessary levels. 
For instance, we have the National Rural Employment 
Guarantee scheme: a certain number of days of employ-
ment are guaranteed to one person in every family. Also, 
we have the national food security bill. Let’s consider 
the right to education. It leads to empowerment, which 
leads to opportunities. In India, children under 14 get free 
compulsory education.

4. What do you think about the National Food Security 
bill? 

It is important to bring a policy like this to ensure that 
even at the bottom segment of the society there is 
adequate nutrition. I don’t doubt there could be some 
inefficiency in the mechanism. But I guess the challenge 
of the government is to address those inefficiencies and 
to make sure that the delivery mechanism works well.

5. What do you think about disaster management 
in India? You had big gains, like the fact that a lot of 
people were saved during the last cyclone, Phailin, 
but on the other side you also have challenges. With 
this I am referring to the fact that 115 people had 
been crushed to death during a stampede in Madhya 
Pradesh.

In India things are complex; however, over the last years, 
we have built up an institutional framework to deal with 
these problems. We have, for example, the National 
Disaster Management Authority. Cyclone Phailin was 
anticipated and the government prepared for this ade-
quately. The Indian system managed to evacuate more 
than 700,000 people and all that was done really well. On 
the other side, the preparation for the last stampede was 
not adequate. But, we have for instance, the KUMBH fes-
tival. For about a month 40 million people came for that 
at one place and there were no incidents. So, to conclude, 
it is proven that the Indian system has the capacity to 
manage large numbers when proper effort is put into the 
preparation. 

Microeconomic 
Applications: 

Interview with Anne Perot

By Brenda Medaglia and 
Christopher Sandmann

Introduction

Collusive behaviour, ranging from fixing market shares to 
abuses of dominant position, has long given rise to concern 
from economists. At the same time, research examining the 
feasibility of and empirical evidence on such behaviour ranks 
amongst the most exciting taking place in Economics.] (shorten 
if necessary)What kind of environments support collusive 
behaviour, and how can welfare losses be estimated? These 
are questions that are not only relevant to IO research but also 
in institutions such as the Board de la Concurrence of France. 
Consequently it was a great pleasure to welcome someone 
as distinguished as Anne Perot to the TSE Business Talks. She 
is not only a former vice president of the French competition 
authority, but also a former Paris 1 and ENSAE full professor 
and now a partner at MAPP consultancy.

Box: Introduction to MAPP

Case presented during the TSE Business Talk on October 17th

In June 2012, Groupe Casino, previously owner of 50% of 
Monoprix SA, acquired the additionnal 50% of shares held 
by Galeries Lafayette. While the acquisition had long been 
consented to by both companies, competition issues were at 
the core of the debate within the competition authority, which 
had to decide on the takeover. This is when MAPP, a Paris and 
Brusssel based consultancy mainly focusing on competition 
issues, came into play. By nature of the retailing firms, they are 
direct competitors and this proved to be especially valid within 
the city of Paris. Hence Groupe Casino asked the consultancy 
to perform an economic analysis on whether the market power 
hold by the new company was too big. How would MAPP 
answer this question in order to convince the competition 
authority? Clearly both Casino and Monoprix had a very high 
density of supermarkets within Paris. However, their ability 
to exert market power depended heavily on the competitive 
pressure imposed by hypermarkets outside of Paris. If cus-
tomers were willing to consider rather distant hypermarkets 
when buying food then the market power held by Casino and 
Monoprix would not be sufficient to reject the plan. To answer 
this question, MAPP used a wide range of data including Ipsos 
surveys, Nielsen data base and index prices from Monoprix and 
Casino itself. The consultants went on to define a utility func-
tion that would include age, family situation and the location 
within Paris as parameters in order to derive demand functions. 
The behaviour of consumers would then be estimated apply-
ing a logit model. Indeed the results were quite illuminating. 
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Based on the analysis, Casino convinced 
the competition authority to consent 
with the takeover. At the same time the 
authority had a powerful tool at hand 
to assess in which areas the market 
power of the new company would 
exceed an exceptable level. Thus in 
the end Casino was required to sell 55 
supermarkets, of which 53 were located 
in Paris. (Case presented during the TSE 
Business Talk on October 17th)

Interview

1. Uncovering secret collusions and 
abuse of market power - isn’t that 
rather the plot for a good detective 
story than formal economic theory? 
How and why do these investigations 

usually begin?

Well, it is sure that detecting a cartel has 
something to do with a detective story. 
But you may know the policy imple-
mented some ten years ago in France 
that we call the leniency program. The 
leniency program guarantees total 
immunity of sanctions to firms that 
cooperate with the competition author-
ity and are themselves member of the 
cartel, in order to see who the other 
firms involved in the cartel are, how the 
cartel works and what the increase in 
prices were, for instance. This leniency 
program is one of the main tools used 
to detect secret cartels. When a firm 
comes to the competition authority to 

say “I am a member of a cartel and I will 
tell the names of the other members 
involved”, usually the competition 
authority will request further informa-
tion on the form taken by this cartel. 
Very often the competition authority 
will let the cartel keep going until they 
have sufficiently identified the individ-
uals participating in it; once they have 
identified the people involved, they will 
come out and stop the cartel, and then 
cooperation between the authority and 
the firm can begin. But you see there is 
still a little bit of a detective story.

2. Do you think that firms often adopt 
collusive behavior or other types of 
anticompetitive practices? Are there 
estimates on welfare losses?

Well, it is difficult to say because what 
we observe is an important feature of 
the leniency program. The leniency pro-
gram is a very efficient tool to discover 
a cartel. However, if you are involved in 
a cartel then you benefit from the cartel 
because it allows you to have higher 
prices and higher profits. This trade-off 
only changes when it is less profitable 
to remain in the cartel than to stop the 
cartel, and if this happens it is because 
the cartel is less profitable than it used 
to be. So now in the economy there are 
probably a lot of cartels that work very 
well which we don’t observe because 
no one involved has an incentive to 
stop them.

3. Are sanctions credible? Why can’t 
they be a sufficient incentive for 
companies not to collude or abuse 
market power?

There has been a lot of work during 
the last  years among economists 
and academics to try to see whether 
the fines imposed by the European 
Commission are sufficient to discour-
age anti-competitive behavior. All these 
studies are not totally consistent with 
one another. Some say that fines are 
not sufficient to give the appropriate 
incentive to behave in a competitive 
way, some others find that fines are 
sufficient. What we observe is that a 
good way to say whether fines are 
sufficiently high is to see whether the 
same firm is detected several times in 
a cartel. If it is the case it means that 
the fine imposed in the first time was 
clearly not enough to convince the firm 
to behave in a pro-competitive way. 
Here we should have a real rigorous 
analysis to see who are the firms who 
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repeat anti-competitive practices, who 
are punished two, three or four times 
in order to have an idea of whether or 
not these fines are at a sufficiently high 
level.

Secondly there is a discussion in Europe 
over whether we should favour a policy 
which would not impose particular 
monetary sanctions but jail sanctions 
for the people who are responsible, that 
is, commercial directors for instance 
who are in charge of the prices. These 
people clearly have a huge responsibil-
ity. In the U.S. you have jail sentences 
for the people who are responsible in 
cartel cases but not for abuse of domi-
nant position. And this is clearly a very 
strong incentive. Thus as economists 
we have to ask ourselves if we prefer 
to take value from the firm which has 
to pay a fine or put a person in jail and 
possibly destroy people? This topics has 
been discussed in many panels. One of 
them involved the competition author-
ity in England. They argued that the 
level of standard of proof was so high in 
order to prove that a person should go 
to jail that in fact it was never applied. 
But if you have a policy which is impos-
sible to implement and in the end 
nobody goes to jail, and at the same 
time you have no important financial 
sanctions, you have lost the two major 
sanctions that make an impact.

4. What industries do you find most 
often involved in anti-competitive 
behavior?

In the near past, telecoms. I would say 
for cartels in general, base chemical 
products or raw materials; that is, all 
products that are not differentiated. 
Since the goods are homogeneous, the 
market is exclusively characterised by 
price competition and no competition 
through product differenciation. This is 
very bad for profits and gives an incen-
tive to cartelise the industry. 

Secondly, we see a lot of cartels in crisis 
periods, and of course crises do not 
affect all sectors equally. For instance, 
some sectors are protected by the fact 
that there is innovation. In fact, for a 
very innovative sector there is almost 
no collusion. For example, if you work 
on cancer products, then you do not 
compete with another firm specialised 
in, say, infectious diseases. This is why in 
the pharmaceutical industry you have a 
lot of abuse of dominant position, but 
firms do not seem to  collude much, 

since they work on very differentiated 
products.

5. Is there a link between the number 
of firms involved in a cartel and its 
effectiveness?

What is important for the success of a 
cartel? Not too many firms! There is an 
academic paper in game theory whose 
title is “four are few and six are many.” 
This paper shows that when there are 
four competitors in the market it is rela-
tively easy to implement a cartel policy, 
to watch what the others are doing 
and punish free-riding firms. Whereas 
when there are many firms, and six 
firms can be a lot, then it is very hard 
to make the cartel successful. If on the 
other hand you are two firms among, 
say, ten of equal size your market share 
is simply too small to make the cartel 
work. All the others will price at a lower 
level, take your market share and force 
you to exit the market. This is the kind 
of trade-off you face. Thus the ideal 
situation for a cartel is the occurence of 
not too many oligopolists with all the 
oligoplists involved in the cartel.

6. Do you feel that there are still 
p r e j u d i c e s  a g a i n s t  w o m e n  i n 
economics?

I cannot speak generally. I was involved 
in three different professional lives. 
First as an academic, second in the 
competition authority, now in a consul-
tancy. What I can say is that academic 
life is very very hard for women. Why? 
Being between 30 and 40 in the field 
of research, in order to be seriously 
considered you must be prepared to 
go to many conferences and with small 
children this is not easy at all. But I think 
this should be a problem for men who 
have small children too. From what I 
observed at Paris 1 I can say that below 
the position of professors, that is, assis-
tant professors for instance, the gender 
ratio was almost half half. But at at a 
level of professors there were 50 profes-
sors in the Economics department and 
we were four women and I think this is 

really a small number.

After that in the competition authority 
it was a very egalitarian world, probably 
because in law there are much more 
women than in economics. In law it was 
very common to find women every-
where at any position, including vice 
president. Before me there were other 
female vice presidents and in addition 
to me there was another women who 
was also vice-president.

But for business lawyers and consul-
tants I think that the problem of women 
is very hard to solve. I see that with the 
young women we have in Mapp. For 
instance we have a senior consultant, 
a young woman who just had a child 
nine months ago. Sometimes she is 
involved in a project where we have 
a deadline in two days. Then she can 
spend 48 hours with very short nights 
without seeing her child. This is not 
easy at all. But again this is true for any 
young parent, including men.

7 .  W h a t  k i n d  o f  p r o f i l e  i s  y o u r 
consultancy MAPP looking for?

What we want for professional skills are 
people that are used to IO arguments 
and are familiar with the basic literature, 
that is the type of models you will find 
in the Tirole or Massimo Motta. We do 
not necessarily hire perfect econome-
tricians but people who have the ability 
to switch from theory to the real world. 
People who are used to saying, “ this 
is compatible with my microeconomic 
story and this is not, so what should I 
do with this piece of evidence that does 
not fit with the theory I had in mind at 
first?”

8. What is the best way to apply? 

Just send us an application letter and a 
CV. We take a lot of interns and in fact 
we do not want to hire anyone without 
having completed an internship. By 
labour market regulation we can only 
have six month internships in the same 
academic year, but we do not want less. 

 Further reading:

A simple model of imperfect competition, where 4 are few and 6 are many

International Journal of Game Theory; 1973, Voume 2, Issue 1, pp 141-201 

http://www.imw.uni-bielefeld.de/papers/files/imw-wp-8.pdf

Latest published anti-trust cases of the European Comission

http://ec.europa.eu/competition/elojade/isef/index.cfm?fuseaction=dsp_at_by_date
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On October 12th and 13th, the “Forum Libération” was 
held at the University Toulouse 1 Capitole. It is named 

after the similarly called newspaper. “Libé” was created 40 
years ago, by French intellectuals – among them Jean-Paul 
Sartre. The newspaper is noted for being convincingly left 
wing, including in its functioning policies: until a few years 
ago, all salaries were equal and now, they only go from 1 to 4.

The aim of that forum was to gather influential actors from 
France and Europe to discuss energies of the future. “Energy” 
was considered in a very wide sense: electrical power and 
renewable energies but also social empowerment, political 
movements and even rugby! Speakers came from various 
backgrounds: economics, politics, science and journalism. On 
the first day of the forum, many renowned personalities were 
present: Delphine Batho (former minister of Ecology), Daniel 
Cohn Bendit, Corinne Lepage and José Bové (European dep-
uties), Martin Hircsch (president of the civil service agency), 
Nicolas Demorand (Libération chief editor). TSE and the 
dismal science were represented by Christian Gollier (director 
of TSE and member of the IPCC), Thomas-Olivier Léautier, 
Claude Crampes and François Salanié.

The first round table we attended was about French political 
“climate” and the rising tensions in politics. The chair, Nicolas 
Demorand, asked the speakers to give their feelings about 
the rise of the extreme right party, the Front National (FN). 
The FN, created in 1972 by Jean-Marie Le Pen and now pre-
sided by his daughter Marine Le Pen, started with nationalist 
and anti-immigration messages. With almost 18% of votes in 

the last presidential election in 2012, the party is now trying 
to change its image and proposes deep reforms on eco-
nomics (leave the Euro, raise the minimum wage), national 
security (zero tolerance policy) and social issues (creation of 
parental revenue). Currently, both the right-wing (UMP) and 
the left-wing parties (PS) blame each other for the increased 
popularity of the FN. Independent analysts argue that this 
popularity is due to the lack of consistency of both political 
environments in France and the fact that we are in a time of 
crisis.

The debate also moved to the values of the left wing party in 
power (Parti Socialiste) and its consistency with their action 
as the ruling party. François Hollande is currently going 
through a phase of very low support from the French pop-
ulation: according to BVA polls, 25 to 30% of the population 
had a positive opinion of him in November. His party receives 
criticism from the right wing opponents – as is always the 
case – but also from allies in the Ecologist (EELV) and extreme 
left-wing parties (Front de Gauche). Many argue that his 60 
Political Commitments made before the elections are far 
from being held, and the recent changes of opinion of the 
government, for example on the infamous Ecotaxe, are not 
helping to improve the general opinion on their ability to 
rule.

The next round table at the forum presented the extreme 
leftist José Bové and Philippe Chalmin, an economist from 
Dauphine specialized on raw material markets, on the hot 
topic of shale gas. After months of public debates in France, 

on October 11th, the govern-
ment banned any drilling of 
shale gas (right before this 
forum). But in the room the 
debate was on! Critics against 
exploiting shale gas put for-
ward the dangerous potential 
increase of CO2 emissions 
and the negative impacts of 
the extraction techniques (on 
drilling sites, groundwater 
tables and risk of earthquake). 
Supports for shale gas argue 
that the exploitation in France 
would allow the country to 
become less dependent of 
others for its energy and could 
lower prices for consumers.

Topics on the other roundta-
bles included nuclear power, 

Forum Liberation 
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urbanism, the Big Bang, revolutions, 
wastes, weather forecast and some 
more debates on energy transition.

After the conferences, we went to inter-
view some of the speakers. Delphine 
Batho, Nicholas Demorand, Catherine 
Jeaudet (oceanographer at the CNRS) 
and Christian Goll ier accepted to 
answer some questions about economy 
and ecology, environmental sciences, 
energy as a whole and the role of stu-
dents in this future.

1. What are the key messages that you 
want to communicate at this forum?

Demorand: We should think together to 
imagine the future, this is the strength 
of the democratic “energy”: we are 
actors of our destiny and power. The 
idea of this forum is to intellectually 
equip our readers and debate about 
what can still emerge. 

2. Do you believe in economic methods 
to address ecologic issues?

Jeaudet: I am skeptical on economics’ 
ability to solve problems. Local activ-
ities seem to me more appropriate to 
involve citizens and think together on 
environmental issues.

Gollier: Economics are crucial to solve 
environmental issues and deal with 
external effects from pollution. I f 
prices are correctly set, individuals will 
have the true incentives to use green 
technologies.

3. Carrots or sticks? In environmental 
p o l i c i e s ,  s h o u l d  w e  p u n i s h  b a d 
behavior or reward good ones?

Batho: Environmental policies should 
gather social acceptance and be a 
positive choice. I believe in incitation 
policies, but also in the “polluter pays” 
principle. Also, the government should 

be an example, show the way and 
accompany citizen’s initiatives.  

4. What is tomorrow’s “energy”?

Demorand: It is energy within every cit-
izen: it is their ability to free themselves 
and speak their mind. Tomorrow’s 
energy is empowerment.

5. What is your advice for students in 
economics?

G o l l i e r :  K e e p  i n  m i n d  e co n o m i c 
principles and do not lose face against 
populism. 

( The political views that could be 
implied in this article do not represent 
The TSEconomist and only express 
the authors’ views. Keep in mind 
that the interviews have been freely 
translated by the authors and might 
not reproduce the exact answers of 
our interviewees.)
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On the 29th of November, the second edition of the 
Business Networking Day took place. Thirty-five com-

panies attended the event. The TSEconomist team took the 
opportunity to interview Lorna Briot, the main organiser of 
the event, to ask her a few questions about the organisation 
of the BND.

1. What can the students and the companies expect from 
the BND ? 

Lorna BRIOT : Obviously what the students are looking for is a 
possible internship. This year this is particularly important as 
M1 students have to do a minimum of 8 weeks of internship, 
and M2 students 6 months, in order to graduate. So it is really 
about being in touch with the companies, see what kind of 
training they propose. On the other side, companies are com-
ing first of all to advertise and find students with the required 
specialties that the TSE Master's programs propose. 

2. This upcoming event tries to cover all the major fields 
in economics and law, in order to match the student 
preferences with the firm specialization. However, the 
TSE is also known to be one of the best research centres in 
Europe. Do you think that the students that want to enter 
the research world can also benefit from this day and from 
an internship? Do you think that there exist, or should exist, 
a connection between the university (i.e. the academic 
knowledge) and the business sector? 

This is the second edition and I think this edition has been 
more towards the professional track rather than the research 
track. I think this is something we need to work on, trying to 

include PhD students since there are a lot of the companies 
like Nera Consulting, GDF and ERDF that have researcher in 
the TSE working with them on specific projects. Moreover, I 
think that it is really important to get PhD students involved 
in such an event. 

3. As a Business and International Relations Manager, you 
are one of the main organizer of this event. What was the 
most important part to make this day a success? 

It is very important that those companies that have taken 
the time to participate to this event are satisfied. In fact, 
we have more than 35 companies, not only French, but 
also international ones : for example from Belgium and the 
United Kingdom. Moreover, the fact that students can speak 
with the companies in an informal way really matters. For 
me as an organiser it is very important that everything runs 
smoothly. I don’t think all the students came to the event and 
this is a shame somehow, because we have done our best to 
arrange this opportunity for them. However, I think there are 
some students that did not feel very concerned with the day. 
There has been a lot of communication and advertising, so I 
think students have to become aware that this type of event 
is really for them. The problem is that if companies feel that 
they have not met many students, they will probably think 
that it is not worth coming next year. For them, the aim of 
the day is obviously to take one student for an internship and 
thus students’ participation is essential. In the end, for me it 
has been a great day. I think there are things we can always 
improve for next year, but hopefully we will have the same 
number of companies and even more! 

By Jacint Enrich and Antoine Lacroix

Business Networking Day



36

> Professional

1. What is your current position today?

Actually, I am working as an econometrician in the R&D 
department of ODA Groupe. The aim of ODA Groupe is the 
risk management of the raw materials market. The liberaliza-
tion of European raw materials markets is quite recent and 
led to large changes in the fluctuations of prices.  However, 
few studies have been conducted on this topic, and there is a 
huge place for the creation and for the R&D on this area. 

In the R&D department, I am in charge of the quantitative 
analysis of commodities markets (futures and cash markets). 
On one hand, I study key figures of each market’s information 
like supply and demand analysis.  On the other hand, I create 
decision support tools based on econometric and financial 
modelling. These decision tools are dedicated to the man-
agement of risk of raw materials prices. 

2. What is your path from the master graduation to this 
current post and what are the key elements which helped 
you to make your choices?

During the two years of the master in Economics of Markets 
and Organisations (EMO), I was impassioned by the eco-
nomics and the applied econometrics. In particular, I was 
interested in forecasting analysis. So I decided to find an 
internship in this area, and I chose one proposed by the R&D 
department of ODA Groupe. My six-month internship con-
sisted of developing an econometric model that predicted 
the value of the spread between two different future markets 

(i.e. rapeseed on Euronext and rapeseed on ICE’s market). The 
final goal of the project was to be able to give some hedging 
recommendations for the clients. At the end of my internship, 
I was hired by the firm, and now, I am still working in the firm 
as an econometrician. 

3. According to your professional experiences, what are the 
most useful skills that you get from your study time?

Thanks to my studies in the Toulouse School of Economics, 
I developed useful skills like scientific rigor, the ability to 
understand things quickly, and the application of theory 
to real situations. On top of that, TSE gave me a large back-
ground on microeconomics, macroeconomics and econo-
metrics. Finally through my studies in the TSE, I learned how 
to use research articles and how to adjust/apply the theory to 
the issues encountered on my job. 

4. What is the main advice you would like to give to the TSE 
students or to the School?

The TSE is a school where there are a lot of students and pro-
fessors with different profiles, and you have to benefit from 
the diversity. 

1. What is your current 
position today?

I am a senior analyst at 
Compass Lexecon, an eco-
nomics consultancy firm 
specialised in competition 
economics. We provide 
law firms, corporations and 
government clients with 
economic advice before 
the European Commission, 
the  genera l  cour t  and 

national competition authorities and regulators. As an analyst 
in the Paris office I contribute to empirical analyses focused 
on competition cases, review literature to support economic 
arguments, and draft reports about the results and methods 
used.

2. What is your path from the master graduation to this 
current post and what are the key elements which helped 
you to make your choices?

During my studies in Toulouse I followed mainly economet-
rics and IO courses. I also attended the competition policy 
workshop and had the opportunity to do an internship at the 

French competition authority, where I was convinced that I 
wanted to continue working in antitrust.

3. According to your professional experiences, what are the 
most useful skills that you get from your study time?

Since I use every day economic concepts to explain real 
world issues, a good math and economics background are 
the skills I use the most at work. Every course in theoretical 
and empirical IO was of great help, as well as the ability to 
perform efficient teamwork, and bringing solutions to every-
day problems.

4. What is the main advice you would like to give to the TSE 
students or to the School?

To the students: be sure to spend enough time in your indi-
vidual and team projects. Think of them as if you were selling 
them to a client. Quality in presentation, writing and content 
may be the determining factor in your internship and job 
applications.  

To the school: it would be great to have workshops or courses 
where students could learn more about programming and 
empirical data analysis: a quick example of the complete 
work an empirical analyst would do, from collecting data, to 
perform exploratory analysis and econometrics. 

Alumni Testimony
Anais Goursolle, ODA Group 

Jaime Coronado, Compass Lexecon
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Bastien Alvarez, OECD

Internship Reports

Benjamin Hofer, Airbus

1. What was your role during your internship?

I worked at the OECD, an international organization which 
provides scientific analysis on a broad range of topics 
(economic, social, education, environment, etc…) to member 
countries. I did my internship in a team of the Environment 
Directorate doing applied research. I was involved in two 
projects. First, the OECD conducted two big surveys (11.000 
respondents) in 2008 and 2011 across 10 countries in order 
to find out more about environmental behaviors of people 
and their attitude towards environmental issues. The surveys 
were not identical (different questions and countries). My job 
was to merge them in a coherent way in order to be able to 
conduct a pseudo-panel analysis on them. I was, however, 
less involved in that project than in the other one.

The second project had a behavioral economics component. 
A  fe w  ye a r s  a g o  i n  Au s t ra l i a ,  a  l o c a l  g ove r n m e nt 
implemented a whole set of market-based mechanisms 
('MBI': grants, reverse auctions …) in order to incite farmers 
to protect biodiversity by doing conservation work on their 
lands. But some of them were already doing this kind of 
work before this policy, when it was unpaid. So a concern 
is the possibility that financial help crowded-out voluntary 

conservation work. This phenomenon 
has been studied by various authors: for 
example, Mellström and Johannesson 
(2005) showed that paying blood donors 
was in fact reducing the amount of blood 
collected. So regarding the protection of 
biodiversity, we wanted to know if MBIs 
could in fact decrease the amount of work 
spent on conservation. To answer this 

question, a survey was addressed to more than 200 farmers, 
participating in MBI programs or not. Regular staff members 
and I then analyzed this survey (using econometrics) 
and produced a report which is going to be discussed by 
delegates from member countries. Hopefully it is going to be 
published as an OECD working paper.

2. How did your experience at the TSE help you on the job?

Without the TSE I wouldn’t have been able to do the job. 
On the technical side, I used a lot of econometrics. I learnt 
some in class and some during the internship. But I had good 
basis, which was essential to adapt quickly to new methods 
proposed by colleagues. Also, having learnt SAS in L3 and R 
in M1 was quite useful, since it helped me to grasp quickly 
STATA (which I used a lot). On the theoretical side, the TSE was 
obviously helpul too. Thanks to its teaching I got accustomed 
to environmental and behavioral economics issues. Without 
that I would not have been hired by the OECD.

3. How did you get the internship? Do you have any advice 
for students looking for a job in a similar field?

I found the internship offer on the TSE Alumni website. 
Since the subject was linked to my electives I applied, and 
my future supervisor contacted me a few days later for a 
telephone interview. Surprisingly, it was mostly in French, 
probably to accommodate me. The questions were almost 
exclusively about my technical skills and the courses I 
followed. I sent him a detailed list of all the relevant subjects I 
studied and after he got a look at it he hired me. 

However, this was not the most standard way of being 
recruited to the OECD. Most interns applied online through 
the dedicated website. 

1. What was your role during your internship?

I worked at Airbus Central Entity (the Airbus headquarters) 
in Toulouse, in the department for Product Safety. The 
depar tment is  responsible for  communication and 
investigations concerning Airbus aircraft accidents. For 
obvious reasons, the department is interested in having 
statistics about accidents at hand. These statistics have been 
produced already, however, only manually. My task was to 
create a database tool that generates the relevant figures 
automatically. Put simply, the tool's input is a raw list of 
accidents that is aggregated into figures such as accident 

rates by aircraft manufacturer or aircraft generation. The 
resulting graphs are being used in brochures for information 
purposes.

2. How did your experience at the TSE help you on the job?

To be fair, I have had extensive experience with databases 
prior to my studies at the TSE. If one does not have any 
experiences, I am sure corresponding classes are of value (i.e. 
“databases”). That is not to say that I have not learnt anything 
at TSE. If anything, I 
refined the way I think 
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about problems. In particular, I found Mathematical Statistics 
very helpful for understanding issues in choosing one 
method over another.

To give you an example, it is not very useful to look at 
accidents in any one particular year, because accidents are 

very rare events. Another way would be to average current 
years with all previous years. However, this is problematic 
since the first years after introducing a new aircraft to 
the market are very different from, say, 15 years after the 
introduction, when the manufacturers, technicians, pilots/
flight crew etc. have more experience with that type of 
aircraft. A solution to this problem is to use a “moving 
average”. Looking at, for example, 7-year-averages of accident 
rates gives you a good idea about the current state of 
technology - the rates do not fluctuate too much, but they 
are also not too strongly influenced by the past.

3. How did you get the internship? Do you have any advice 
for students looking for a job in a similar field?

I  found out about the internship after Prof.  Thomas 
advertised it. However, this connection was not of any 
tangible advantage, since I still had to apply through the 
online application tool. Unless you know someone working 
in a big company like Airbus, there is no way around the 
online application.  

Eva Raiber, 
Athena Infonomics, Chennai, India

1. What was your role during your internship? 

Athena Infonomics is a young, small consultancy firm based 
in Chennai, one of the biggest cities in India. Athena offers 
business and public policy consultancy services; thus, its 
clients are diverse, including established firms, start-ups, 
NGOs, research institutions, and government agencies. 
Athena bares all the characteristics of a starting business: The 
consultants and research analysts, including the directors, 
were below or just 30 years old, which made it easy for me 
to integrate myself. The team was small, with around 15 
professional staff. My colleagues only had a couple of years 
of experience on average, but were very well educated and 
ambitious. And while Athena was working with different 
clients on very different topics, they also had to be flexible 
and fast learners. It could be that one week you are working 
on a solid waste management plan for municipalities and 
the next you start a report on Indian textile exports to South-
Korea and Japan. 

During my three-month internship, I was involved in three 
projects: a report about the political motivation behind social 
policies and programs in the Indian state of Tamil Nadu, a 
background paper comparing the process of decentralization 
in India with China, and a study about women entrepreneurs 
in Bangalore (see http://www.thehindubusinessline.com/
industry-and-economy/how-good-is-india-for-women-to-
start-a-business/article5380276.ece).

I n  t w o  o u t  o f  t h e  t h r e e 
projects, I was working with 
Dr. S. Narayan, the founder 
of the company and former 
economic  advisor  to  the 
Pr i m e  M i n i s t e r  o f  I n d i a . 
My work consisted mainly 
o f  l i t e r a t u re  re v i e w  a n d 

researching information on policies and data; however, I was 
also involved in some interviews with women entrepreneurs 
in Bangalore and presented the report on social policy in a 
small seminar in Bangalore. 

2. How did your experience at the TSE help you on the job? 

Comparing what I had done during my internship with 
the courses offered in the M1, I must conclude that I could 
not apply anything directly. However, to live and work in 
India one must have an open mind, and student life at the 
TSE and maybe some courses (development, markets and 
organizations) helped.

3. How did you get the internship? Do you have any advice 
for students looking for a job in a similar field? 

I found the internship randomly online, so I would advise 
students to keep looking. Often, these things come up very 
short term (which can be stressful as regards getting the 
visa) so do not give up. In general, finding internships in 

the private sector in India from abroad 
is tough when no previous connection 
(via the university or friends) exist. But 
I guess you can be lucky. If anyone is 
interesting in doing the same internship, 
do not hesitate to contact me via the 
TSEconomist. Athena seemed quite keen 
to have another non-Indian intern next 
summer. 
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Pierre Pitteu, GDF SUEZ

1. What was your role during your internship? 

After my Master 1 in Economics and Statistics, I 
worked for three and half months at GDF Suez 
– Paris. GDF Suez is a major French company 
specializing in energy distribution. I worked on 
statistical studies, and I was charged with making 
reports in the Human Resources (HR) department.

I joined a team that conducts regular studies 
(daily, weekly or monthly) about the department’s 
performance and the level of satisfaction of those 
who need HR assistance. They produce reports 
and present results to the team managers in order 
to optimize the role of HR within the company.

My main mission was to automate the produc-
tion of monthly reports using Microsoft Access. 
Established procedures included a lot of repet-
itive tasks, so I made an Access database which 
updates itself each month and automatically 
generates a results report.

In addition, I took part in specific studies about employees’ 
efficiency and I presented my results to the team managers.

2. How did your experience at the TSE help you on the job? 

During this internship, my experience at TSE helped me a 

lot in terms of methodology. I 
didn’t face any economic issues 
that I studied during TSE courses, 
but I can say that the economet-
ric approach helped me in the 
different studies that I had to do. 
What I mean is that, for example, 
reflecting on which variables  
could explain a phenomenon 
and could be integrated in a 
regression is very useful when 
you think about any study and 
how to lead it. 

Beside I am in the “Magistère 
Economiste-Statisticien” and 
this  formation gave me the 
basics I needed for database 
manipulations. 

3 .  H o w  d i d  y o u  g e t  t h e 
internship? Do you have any 
advice for students looking for 
a job in a similar field? 

I found this internship in the middle of May! I found it by 
my own means, visiting a lot of companies’ websites. My 
principal advice is to do not limit yourself to one kind of 
internship. I think our education is well-rounded enough to 
permit us to apply for many internship offers, even if you’re 
not sure to have exactly the correct profile. 

1. What was your role during your internship?

I was working for Auchan company.The Auchan supermarket 
chain is one of the most important supermarket chains in 
France, and is also present in thirteen countries around the 
world. I worked in the marketing sector of the over-the-
counter (parapharmacie) of the company. My role involved 
conducting a market study in order to write the new commer-
cial plan. I also conducted an opinion survey, collected data 
and created a customer database. Finally, I conducted a statis-
tical and econometric analysis of the survey. I worked with 
a committee consisting of supermarket directors, category 
managers, pharmacists etc. (all the chain from the buyer to the 
seller). I had the opportunity to work in a supermarket and not 
in office far from the reality of the ground. So, I also discovered 
the organization of an important supermarket in Paris (about 
450 employees), which is very strict and ordered.

2. How did your experience at the TSE help you on the job?

What was important in my internship was to be able to easily 

Thibault Camara, Auchan



<Professional

41

Thibaut de Bernard, 
Ministère français de l'économie et des finances

(Direction Générale de la Concurrence, de la Consommation 
et de la Répression des Fraudes)

1. What was your role during your internship?

I did a 3 month internship at the Ministry of Economy, in 
Paris, in the department of business intelligence and prices. 
The purpose of my internship was to conduct a study on 
the evolution of prices of consumer goods. For this, I had 
two databases at my disposal, provided by Nielsen and 
SymphonyIRI Group. These databases contained the prices 
of consumer goods based on the size of the supermarket, 
the type of product (fruits and vegetables, cereals, meat, 
hygiene products, etc.) and according to brand.

This topic is very broad and I was fortunate to have the 
freedom to tackle it the way I wanted. So I concentrated on 
the relationship between producers and distributors, and in 
particular on margins.

Another aim of this study was to estimate the impact of the 
introduction of certain taxes on prices, particularly the tax 
on beer and soft drinks, but also to estimate the impact of 
the introduction of new taxes.

2. How did your experience at the 
TSE help you on the job?

My experience at the TSE helped 
me a lot. To achieve my study, I built 
several econometric models. It was 
at this moment that I realized how 
Master 1 classes are useful.

I worked on time series. Unfortunately I did not take this 
optional class, but my experience at the TSE has allowed 
me to adapt very quickly to this situation and I learned the 
necessary basics alone without too much difficulty.

The project of applied econometrics in the Master 1 was also 
very helpful. In fact, I spent the first part of this internship 
educating myself on this subject with a literature review. 
Then I had to clean the databases. Indeed, initially they 
were not usable, so I spent several days to reorganize and 
complete so that I can use on the R statistical software. I 
encountered the same difficulties during the econometrics 
project, which helped me tremendously. 

More broadly, my experience at TSE helped me because we 
are used to facing difficulties and having to look in books 
and research papers to solve these problems. I think it is 
very useful to be curious.

3. How did you get the internship? Do you have any advice 
for students looking for a job in a similar field?

I found this internship on the alumni website. An offer had 
been posted and so I sent my resume and a cover letter. I 
went to Paris to attend an interview in January and got a 
positive response after a few days.

I really recommend everyone to regularly look for internship 
proposals on this website. They are numerous and cover 
all areas. But this website should also be visited regularly 
to keep in touch with the alumni community, which is very 
important for the future development of the TSE. 

manage a lot of software (R and Excel) in order to conduct 
a robust analytical and statistical report. I have also used 
all the skills that I’ve learned during my databases class. In 
five months, I’ve had the time to learn how the group works 
and what they expected of me in terms of the report.  As my 
report was more descriptive than analytic, I didn’t use a lot of 
econometrics skills.

I think that the TSE taught us the basics in statistical and 
economic fields and that we have the means to learn very 
quickly by reading papers and listening to people’s explana-
tions. I think that in addition to the TSE’s courses, we have to 

learn the needs of the private sector because it is something 
that we can only acquire outside of the classroom.

3. How did you get the internship? Do you have any advice 
for students looking for a job in a similar field?

I think what is most important in order to get the best 
internship is to anticipate as much as possible. I made a list 
of my possible internships and I ordered them. I posted one 
application per week, with the idea to have the answer for my 
favorite. But, at the end of the February I had no internship. 
So I decide to look for an internship on the Linkedin platform 
and I found this one. What I can advise to students who are 
looking for a job/internship is to really to know what they 
want and to focus on that and not ask for a lot of different 
types of internships in different sectors. What students have 
to know is that we are recruited for what we do best, even if I 
think that I’ve learned more than I brought to this company.  
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HAPPY NEW YEAR!! The BDE wishes you a 
very happy new year. May all your per-

sonal and professional dreams come true! 

The BDE is the student council of the Toulouse 
School of Economics. Our aim is to encourage 
student life in all possible ways.

First, it aims to give TSE students the oppor-
tunity to get involved with their school and 
organizes events such as the Freshers' party, 
the integration weekend, the Halloween party, 
the Ski weekend, many after-works, and finishing the year in 
a great way with the GALA. By the way, this year the GALA is 
the 21st of February, book that date and don't miss it!!

The BDE also aims at promoting the school and student soli-
darity; it sells some goodies, works with and supports all TSE 
associations (TSE Junior Etudes, The TSEconomist, The TSE 
Alumni) and has a new department devoted to newcomers' 
integration called TSE International Connection chaired by 
Shuyi Wang. 

Regarding academic functions, the BDE is a link between 
students and the TSE administration since it supports all TSE 
students' initiatives, welcomes students who would like to be 
representatives for their classmates, is devoted to exchange 
with all the students and helps them to communicate with 

the administration. Finally, the BDE gathers the TSE sphere 
and enables students to meet professionals through the 
Business Talks organized with the other TSE associations, 
Conferences, after-works with TSE Staff members and the 
Business Networking Day (organized with TSE Alumni and 
TSE Staff ).

The BDE also has a partnership with LCL - feel free to ask us 
what advantages this partnership can bring you!

The BDE is made for students and by students, so PLEASE do 
not hesitate to come and see us, whether you want to join 
the staff team, attend our events, ask questions, give ideas, 
or get informed about school news.

Do not forget to follow us on Facebook “Bureau des Etudiants 
Tse (bde-tse)” or become a member of the association. 

BDE Note

By Mohamed Khafagy
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TSE Junior Etudes, a New Set of Objectives

By Florent Delebassé

Junior Etudes Note

You certainly saw the posters, enjoyed events in the amphi-
theaters as well as the breakfast offered on the 28th of 

January: we are still present, with more motivated members 
to welcome the new recruits to the TSE Junior Etudes. These 
last few weeks were indeed busy for the association that 
launched a new recruitment campaign which, by the way, is 
still not over. Our first approach to students started during 
the Business Networking Day, where some of them showed 
interest in knowing more about our association.

These first days of 2014 are extremely important for us as we 
are looking for new motivated students interested in replac-
ing our board members, who will leave us for academic and 
professional reasons. We truly want to give a continuity to 
this magnificent project; as a result, we  receive all students 
that are eager to obtain some experience outside academia, 
and to improve their management  and team skills, which are 
very valuable in the job market

To give you an example of our commitment, all missions held 
within our association during the first semester had a lot of 
success not only from clients’ side but also from the associa-
tion’s. Moreover, last December a new important mission was 
offered to the TSE Junior Etudes. This was given by Toulouse 
Métropole, a very important and powerful institution within 
the Toulouse region. The purpose of the mission is to realize 
a market study on new transport technologies. Therefore, 
several members have been mobilized to conduct an opinion 
survey for individuals and companies in the region and to 
perform a literature review on this topic. The final objective is 
to collect data and do a price analysis. 

As you can see, the TSE Junior Etudes is still involved in the 
school life. Several events were organized to create a spirit of 
conviviality within our crew. For instance, we held a house-
warming event in honour of the association’s new office, 
MF001, and we kindly offered our members a king cake 
tasting accompanied by some drinks. Moreover, the mem-
bers had the pleasure of enjoying a cocktail to celebrate our 
General Assembly, held on the 21st of January. During this 
occasion Hugo Roth and Karl Szarvas were officially elected 
as the new President and Vice-President. They take charge of 
positions held by Marion Fernet, ex-President, and Thibaut 
De Bernad, ex-Vice-President, who unfortunately had to leave 
us for personal reasons and who threw themselves into the 
association with a great passion for over a year. We deeply 
wish them success in their new professional and academic 

projects.

Together, this new promising 
team wants the best for the 
o r g a n i z a t i o n  a n d  h a s  t h e 
objec t ive of  obtaining the 
label  of  “Junior Entreprise” 
c o n f e r r e d  b y  t h e  C N J E 
(Confédération National des 
Juniors Entreprises), which is 
the association that regulates all 
Junior Entreprises in France.  All 
this can be obtained through 
hard work, but overall, by doing 
things with delight and pleasure 
and we hope such motivation 
will be transmitted to our new 
incoming members. 
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 Tim Clutton-Brock
IAST Distinguished Lecture: 

Interview with

On Thursday 21st of November, the sec-
ond IAST distinguished lecture in Social 
Sciences took place. This time it was 
given by Tim Clutton-Brock, an inter-
nationally renowned zoologist from 
Cambridge University who presented: 
“The Origins of Society”.

Professor Clutton-Brock, well-known 
for his long-term individual studies of 
mammals, presented to us the diversity 
of mammalian societies, their effects on 
the characteristics of females and males 
and the evolution of cooperation in 
animals. This was done through the use 

of insightful examples about different 
animal species’ behavior.  

Likewise,  he gave some words to 
cooperation in human societies. He 
stated that “it is useful to compare 
human cooperation with cooperation 
in nonhuman animals” for a better 
understanding of the former, with 
one important difference: Humans, 
given they have a language, are able to 
perform cooperative behavior animals 
cannot.

The lecture provided an interesting 

opportunity to understand better how 
humans have evolved and how we 
and our behavior are related to animal 
kingdom. 

We had the opportunity to ask him 
some questions about his interesting 
work. 

1. You have worked on how and why 
animal societies differ and how this 
affects the development of male and 
females, especially on mammals. 

This is part of my work, but a lot of it 
is based on long term studies at an 

By Jacopo Bregolin and Joana Duran Franch

TSEIC Note

This year, TSE International Connection welcomes its new 
team and its new structure. We have five local managers 

and activity poles. The local managers especially work on 
welcoming students from the same areas as them and on 
developing TSE international network. 

- France Manager: Alexandre GARCIA

- Greece Manager: Ilektra KOCHEILA

- Italy Manager: Anna GIUGLIANO

- Canada Manager: Guillaume SALHA

- China Manager: Shuyi WANG

The activities pole aims to organize all details of every 
activity of the TSEIC including the Economic Conference, 
Café Language, etc. We have four members in this pole. They 
are Margaux DESLANDES, Tiphaine MAUREL, Qin YANG and 
Florian HERAUD. Thanks to them, the TSEIC has done excel-
lent work in the most recent semester.

The Café Language is a platform to meet other TSE stu-
dents, especially students who speak a different language 
than you, in order to improve your language skills and to 
exchange information. Thanks to the TSEIC team, passion 
from the students and support from BDE-TSE, in the last 
semester, the TSEIC successfully held three different sessions.  

Students shared their many different experiences in different 
countries during their studies by using one hour of French 
and one hour of English to improve their language skills. We 
hope that there will be more and more students who join in 
our activities and benefit from the opportunity. 

TSE IC also has a strong collaboration with TSE Alumni. 
Indeed, between 50% and 70% of Master’s students are 
foreigners, from all around the world. After their schooling, 
they join the alumni group, where they can transmit many 
job and internship opportunities to TSE students. Today, we 
find many former students in US, in Great Britain or in Asia. 
To maintain and develop this international link is our goal, 
and one of the large challenges for years to come. 

By Shuyi Wang
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individual level.  

If you want to understand both the 
ecology of an animal population - i.e., 
how populations are regulated and 
demographic effects - as well as the 
evolution of animals - i.e. individual 
differences, and how these individual 
differences affect selection on the evo-
lution -  you need to understand what 
drives the variability in fitness. Fitness 
is basically the amount of genetic 
material that we contribute to future 
generations. In practice, the closest 
we can get to estimating the amount 
of genetic material is through number 
of grandchildren,  as it  is  roughly 
associated with the total number of 
your children during your life. When I 
started no one measured the variation 
in the number of children generated 
by individuals across their lifetime, lots 
of studies selected short time intervals, 
but no studies were made around 
lifetime.

The central theme of my career has 
been to set up and carry through 
studies that follow a large number of 
individuals across their lifespan, from 
birth to death. I have been involved 
in several studies of this kind, each of 
them collecting information such as 
sample genetics and sample hormones 
from thousands of individuals, so we 
can actually see the biological pro-
cesses that are running through. They 
have been made in deers, meerkats, 
mongooses and others. 

That has been one major stream of my 
work; to investigate both ecological 
and evolutionary questions, such as 
population dynamics and how popu-
lations are regulated on the one hand, 
and investigating the relationship 
between variation in reproductive 
success and selection of individuals, the 
extent to which reproductive success 
differs between males and females, 
what the likely consequences of the sex 
differences are on the determinants of 
fitness, etc. on the other.

Another line has been to explore inter-
species differences, taking quantitative 
measures of differences in behaviour, 
morphology or physiology between 
species and looking at the distribution, 
and trying to predict what they do. 
When I started, in the 60s, people were 
not doing quantitative analysis of spe-
cific differences, and with other people I 

set up systematic analysis. For example, 
we were the first to show there was a 
systematic relationship between sex 
differences in body size and polygyny, 
now widely accepted. If you look at sex 
differences in body size extent, in most 
cases males are bigger than females; 
and this is positively correlated with the 
degree of polygyny. 

I continued to work on these. Recently 
I have been working on the determi-
nants of monogamous systems. But 
that second approach has been to use 
quantitative analysis of intraspecies 
d i f fe re n ce s  to  te s t  e vo l u t i o n a r y 
hypotheses.

2 .  A s  e co n o m i s t s  we  ca r e  a b o u t 
competition. How does it take place in 
the animal world? Is it advantageous? 

Let’s start with resource competition. As 
food gets short, a smaller proportion of 
animals survive and fewer get to breed. 
I would not call that an advantage. I 
suppose you might say that selection 
passing through that process might 
remove certain genotypes from the 
population, and that could be seen as 
an advantage to subsequent genera-
tions. What I'm trying to get at is what 
does one mean by an advantage? 

In most cases, I would see competition 
between animals as not being advanta-
geous to individuals. 

Moving to sexual selection, is it the 

case that competition between males 
to mate is good for the population? It 
could have consequences that could 
effectively influence population in size, 
but one has to be really careful on what 
it means to have benefits. As males 
compete (in polygynous species you 
can see males competing intensively for 
females) the consequence will be that 
only a smaller proportion of males will 
breed, so not very good for the other 
males. For females, it might not have 
much effect. In some cases it might be 
associated with male-male infanticide, 
or male harassment, which is not good 
for females. On the other hand, other 
consequences might include a higher 
degree of relativeness.  Since you 
have one male mating, you generate 
a higher degree of relativeness on the 
next generation, and it might be under 
some circumstances that it may gener-
ate increased cooperation. I am being 
reluctant to give you any straightfor-
ward answer on whether competition 
generates benefits. And what I am 
tending to do is to spell out some of the 
consequences of competition. 

3. Even in economics the answer is not 
clear.

I think in economics the answer to 
whether it is beneficial or not would 
be strongly affected by what your time 
frame is. There are things that are a 
good idea in the short term but a bad 
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idea in the long term. 

Evolut ionar y  biologists ,  l ike  me, 
brought a lot of our theory from eco-
nomics. A lot of the most basic theories 
we use originated from economics. An 
example is the marginal value theorem 
which is absolutely crucial to under-
standing the size of eggs and the size of 
babies at birth. If you think about a bird, 
it can either produce a large number of 
small eggs, or a smaller number of big-
ger eggs. Obviously to produce a good 
offspring is a good idea to produce big 
eggs, but you pay a cost in terms of the 
number of eggs you can produce. How 
do you sort out what your eggs’ size 
would be? You need the marginal value 
theorem. There are a lot of cases like 
that, where we have to decide what is 
the most economic use of resources by 
an animal. 

The other obvious example is Game 
Theory.

I think that the interface between 
Economics and Biology is very inter-
esting, and beyond that the whole 
interface between culture and Biology 
is really interesting too. In my opinion 
this will be an expanding area in the 
future.

4. What do you mean by culture here?

I am thinking about how culture affects 
biological responses in humans. Let 
me present you my favourite story. 
It is about an investigation of why 
second degree homicide (emotional 
homicide) is much more common in 
southern states than in northern states 
of America. It is commonly thought to 
be associated with honour. In North 
Carolina they did an experiment with 
a bunch of students, half of which 
from northern states, half of which 
from southern ones. They told them 
they needed to come for an interview 
on a particular time and that it was 
absolutely important to be on time and 
that they would be perceived as rude 
if they were not, emphasizing this very 
strongly. 

They arrange for a woman to make 
them be late. She was closing the doors 
in the corridor and kept them until 
they were ten minutes late and then 
insulted them and let them go. When 
they came through to the far end, they 

went to the interview where they just 
get a blood sample. What they found 
was that the students of the northern 
states who were used to being insulted 
on trains, by taxi drivers, etc. showed 
little response to the insult, whereas the 
ones from the southern states showed 
an enormous testosterone spike, 
exactly the kind of thing that would 
lead to an acute regression. I think that 
is really interesting because that is a 
perfectly good biological response 
that has nothing to do with genetics, 
straight biology. But you may have to 
understand that biology, in order to 
understand the variation in behaviour. 
So that seems to me a surprising 
example of what I see as the interface 
between culture and biology. 

In the past, certainly when biologists 
t a l k e d  a b o u t  b i o l o g i c a l  e f fe c t s , 
there was a tendency for them to be 
interpreted as referring to genetic con-
sequences. Whereas I think there is a 
whole area that has nothing to do with 
genetics at all, but which is biological. 

That is an area which I think is unex-
plored and really exciting. 

5. Is language the crucial difference 
between humans and animals? 

Language is  real ly  impor tant  for 
cooperation. Although evolutionary 
biologists sometimes use it, animals 
cannot make agreements, they cannot 
make agreements between individuals 
nor through groups. This is due to the 
absence of language. That does not 
mean there is no variation in how nice 
they are to each other or that individ-
uals have not learnt that if I regularly 
give you pens, I have a chance of shar-
ing your tomatoes; but those sorts of 
development of relationships are fairly 
different from agreements. Agreements 
between individuals are what allow for 
exchange among them and agreements 
through groups are what allow groups 
to avoid particular forms of behaviour. 
For example, I do not know any animal 
where there is any form of punishment 
for killing another group member. 
And in almost all human societies 
there is a punishment associated with 
killing another group member. Human 
societies feel that murder is a bad idea 
whereas within groups of animals they 
murder each other and no one reacts. 

I believe that the evolution of coopera-
tion and the sorts of things associated 
with that is comparatively recent (i.e. 
within the last million years as against 
running back to the original divergence 
of humans, of hominids from the gen-
eral anthropoid line). 

There is a tendency to think that coop-
eration is very ancient and that it may 
go back to the origin of hominids. My 
belief is that this is not right. And if you 
look at gorillas or chimpanzees bono-
bos (which are our closest relatives) 
they are not very cooperative.  

6. How does cooperation, then, take 
place between animals? 

In animal societies, generally, there is 
a close association between cooper-
ation and kinship. There is not much 
cooperation going on in groups where 
on average individuals are not closely 
related to each other. However, you can 
observe mutualistic cooperation, which 
is cheap (i.e. the two of us working 
together to catch a frog, where we both 
benefit from that immediately or two 
of us grooming each other). Mutualistic 
cooperation is not a problem to explain. 
It is a problem to explain something 
which is seriously expensive in fitness 
terms. 

In contrast  to humans,  in animal 
societies, those kinds of interactions 
are almost always confined to groups 
which consist of relatives. 

7. What about human cooperation? 

A lot of it is taking place between unre-
lated individuals. You cannot explain 
this in terms of kin selection. This is not 
to say that kin selection doesn't happen 
in humans as well; relatives helping 
each other,  parents helping their 
children, etc. might well be selected 
through the same processes that go 
on with animals. Similarly, some of the 
cases where individuals do mutualistic 
things (this is that we do things at the 
same time, i.e. you and I go hunting 
together because together we are more 
likely to catch an animal that if we go 
alone), may be maintained in humans 
just following the same processes as 
animals do. But a lot of human cooper-
ation goes beyond that and this kind of 
cooperation is closely associated with 
the existence of language. 
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Picture Quiz
Guess the economic terms from the world of International Trade

Submit your answers by March 1st to tseconomist.com and enter the draw to win one of the two TSE sweatshirts!

Economic Jokes

Three econometricians are hunting for a deer in the 
forest.  They see one,  and the first econometrician 
raises his rifle, aims – and misses by 200 feet to the right. 
The second econometrician raises his rifle, aims – and 
misses by 200 feet to the left. The third econometrician 
throws down his rifle and starts jumping up and down, 
exclaiming, "we got it!  We got it!"Want to share your favorite economic jokes with us? 

Send them to: tseconomist@tse-fr.eu !

Last Issue's Answers: 1. Market for Lemons 2. Opportunity 
Cost 3. Asymmetric Information  4. Prisoner's Dilemma

Photo credit: http://www.flickr.com/photos/zrahen/
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